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DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 


MONDAY, APRIL 23, 1956 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON PropUCTION AND STABILIZATION, 
Washington, D.C. 

The subcommittee met, pursuant to notice, in room 301, Senate 
Office Building, at 10:05 a. m., Senator J. Allen Frear, Jr. (chairman 
of the subcommittee) presiding. 

Present: Senators Frear, Capehart, and Bush. 

Also present: Senator Bennett. 

Senator Frear. The subcommittee will come to order. 

The Defense Production Act of 1950 expires June 30, 1956. The 
Director of the Office of Defense Mobilization, Dr. Flemming, has 
requested a 2-year extension of the act. 5S. 3407 was introduced to 
meet this request. The Defense Production Act contains authority 
for allocations and priorities. It also contains in title IIT authority 
to provide financial assistance to increase production. 

(S. 3407 follows :) 

[S. 3407, 84th Cong., 2d sess.] 
A BILL To extend the Defense Production Act of 1950, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of subsection (a) of 
section 717 of the Defense Production Act of 1950, as amended, is hereby amended 
by striking out “June 30, 1956” and inserting in lieu thereof “June 30, 1958”. 

Sec. 2. Subsection (b) of section 303 of the Defense Production Act of 1950, 
as amended, is hereby amended by striking out “June 30, 1963” and inserting 
in lieu thereof “June 30, 1965”. 

Senator Frear. The chairman of the subcommittee is always happy 
to be in the presence of the Senator from Utah. It is unusual to 
have the Senator from Delaware on one side of the rostrum and the 
Senator from Utah on the other, but certainly all of the courtesies 
that could be extended from this side of the bench are yours this 
morning, Senator Bennett. We are mighty happy that you have an 
interest in this bill. We shall look forward with interest to your 
testimony, sir. 


STATEMENT OF WALLACE F. BENNETT, A UNITED STATES SENATOR 
FROM THE STATE OF UTAH 


Senator Bennerr. Mr. Chairman, having been sitting on that plat- 
form many times and watched witnesses at this table, I think it 
is an experience to change seats and be talking up instead of down, 
for a change. I have a statement here that will take about 5 or 6 
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minutes to read, and then I should like to present an amendment for 
the consideration of the subcommittee. 

Senator Frear. Very well. 

Senator Bennetr. Mr. Chairman, as we consider extending the 
Defense Production Act for another 2 years it seems to me we should 
give special attention to one of the major problems facing our mobil- 
ization effort. I refer to the problem of industrial dispersal. Indus- 
trial dispersal is essential to the protection of our mobilization base 
with which this act primarily is concerned. 

For some time now we have had a national policy of industrial 
dispersal. Considering the problems inherent in any such program, 
not the least of which has been public apathy, I think it has gone 
pretty well. I do not feel, however, that the time has come for 
Congress to make a declaration of policy in connection with indus- 
trial dispersal, and I am submitting for the committee’s considera- 
tion an amendment to the Defense Production Act for that purpose. 

The amendment, if adopted, would become a part of the declara- 
tion of policy of the Defense Production Act and would be aimed at 
protecting the mobilization base, which is the heart and soul of the 
act. The amendment would not require existing facilities to be dis- 
persed. It would require all executive agencies and departments to 
apply, to the greatest practicable extent, the principle of dispersion in 
locating all new industrial facilities in which the Government ren- 
ders financial assistance. This means that while we recognize the 
impracticability and undesirability of dislocating existing industry, 
we do not intend to use Federal money to aid in the construction of 
new industrial facilities which, when placed near existing industry, 
seriously add to our vulnerability to enemy attack. 

As an indication of what might happen to this Nation in case of 
attack, here are some interesting facts: 

Sixty percent of America’s industrial production lies in a heart- 
land running from Illinois to lower New England. With the fallout 
problem being what it is, this entire area could be blanketed with de- 
struction. Similarly, 45 percent of this Nation’s industry is within 
range of submarine-launched missiles. Further, 77 percent of the 
Nation’s total coke capacity, 82 percent of our iron capacity, 73 per- 
cent of our ingot capacity, are contained within 10 districts. One 
H-bomb exploded near the center of each district would severely 
damage these vital capacities. Only two of these H-bombs would be 
required to take out one-third of the Nation’s total steelmaking ca- 
pacity. Four H-bombs could destroy more than 40 percent of our 
vetroleum refining capacity, and 46 percent of our petroleum chem- 
istry plants. In the Great Lakes region, for example, are to be found 
47 percent of the Nation’s electrical machinery manufacturing and 
40 percent of the nonelectrical machinery production. Saturation 
nuclear bombing of this area could prove disastrous for dependent 
industries. 

Examples might be multiplied. I realize, of course, that there are 
practical limits on dispersal. My concern is, however, that we do 
all we can. Certainly, a minimum contribution to dispersal would 
be to steer new critical facilities in which the Government has a 
financial interest into areas where we would not be pyramiding vital 
industries. 
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It should be noted at this point that my amendment as presently 
worded would not disrupt existing laws which govern procurement 
policies such as those dealing with small business. 

I believe these are adequate safeguards which when applied still 
leave ample opportunity for the program of industrial dispersal to 
be effectively implemented. 

While it is true that the executive has a program of industrial 
dispersal, I believe Congress should share in this program by affirma- 
tively stating its policy with regard to industrial dispersal. Our 
failure to do so in the past has, in my opinion, reduced the effective- 
ness of the executive’s efforts in this regard. 

If we are subjected to atomic attack, the retaliatory and recupera- 
tive powers of our people and industry will be of prime importance. 
I need not recite to the committee the remarkable technological ad- 
vances being made by the Soviet Union—or at least which they claim 
they are making—but they serve to underline with unparalleled ur- 
gency the problem of defense. Dispersal is only a part of the answer 
to this challenge, but it is an integral part. I believe our defense and 
mobilization program would be greatly strengthened by adopting 
this amendment and hope my colleagues will support this proposal. 

Now, Mr. Chairman, I should like to submit the amendment at 
this point, which is to be inserted at the end of the present statement 
of policy after line 10 on page 1 of this blue-covered booklet contain- 
ing the existing act. There is a statement of policy in black type at 
that point. 

Senator Frear. Yes. 

Senator Bennerr. This amendment would follow at the end of that, 
to suggest the importance of the program I have tried to outline as 
part of the basic Defense Act policy. 

Senator Frear. Did you present a copy of your proposed amend- 
ment ? 

Senator Bennett. I have the amendment here. 

Senator Frear. The reporter has a copy? 

Senator Bennett. The reporter has it. 

Senator Frear. Without objection, it will be made a part of the 
record at this point. 

(The document referred to follows :) 


[S. 3407, 84th Cong., 2d sess.] 


AMENDMENT Intended to be proposed by Mr. Bennett to the bill (S. 3407) 
to extend the Defense Production Act of 1950, as amended, and for other 
purposes, viz: On page 1, after line 10, insert the following new section: 


Sec. 8. Section 2 of such Act is hereby amended by inserting at the end thereof 
the following new paragraph: 

“In order to insure productive capacity in the event of such an attack on the 
United States, it is the policy of the Congress to promote the geographical dis- 
persal of the industrial facilities of the United States in the interest of the 
national defense, and to discourage the concentration of such productive facilities 
within limited geographical areas which are vulnerable to attack by an enemy 
of the United States. In the construction of any Government-owned industrial 
facilities, in the rendition of any Government financial assistance for the con- 
struction, expansion, or improvement of any industrial facilities, and in the 
procurement of goods and services, under this or any other act, each depart- 
ment and agency of the Executive Branch shall, under the coordination of the 
Office of Defense Mobilization, apply to the greatest practicable extent con- 
sistent with existing law, the principle of the geographical dispersal of such 
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facilities in the interest of national defense. Nothing contained in this para- 
graph shall preclude the use of existing industrial facilities.” 

Senator Frear. Would your amendment call for moving existing 
plants and industries from their present location, Senator ‘ p 

Senator Bennetr. No. 

Senator Frear. I would apply primarily to new construction and 
new facilities ? 

Senator Bennett. New facilities in which Federal money and Fed- 
eral assistance is involved. It would require the agencies setting up 
new facilities with the aid of Federal funds to take their vulner: ibility 
into consideration and, if necessary, locate them outside of existing 
concentrations. 

Senator Frear. Senator, I do not know if you have read the hearings 
before the Joint Committee on Defense Production on April 11, Dr. 
lemmings’ testimony before that committee ? 

Senator Bennerr. No, I have not. 

Senator Frear. I am sure you will find it quite interesting, especial- 
ly the testimony that appears on page 58 and thereafter. Since Dr. 
Flemming will be the next witness I have no doubt that his views will 
be brought out. I think he will go along as far as he can with your 
suggestion. At least he will give us the advantage of his thoughts 
on it. 

Senator Bennerr. Mr. Chairman, the reason I asked to be put on 
ahead of Dr. Flemming was that he might have my statement before 


him when he testified and when you questioned him. That is all, Mr. 
Chairman. 


Senator Frear. Thank you. 

I am sorry Senator Bush has not arrived as yet, Senator Bennett, 
but knowing that you sit rather close together in the committee, he 
can be brought up to date on it when he arrives. 

Senator Bennerr. That is right. 

Senator Frrar. Will you stay with us as long as vou can, before 
going to your next committee / 

Senator Bennerr. I would like to stay here for a little while 
unofficially. 

Senator Frear. Dr. Flemming. 

Dr. Flemming is the Director of the Office of Defense Mobilization 
and has kindly consented this morning to permit the Senator from 
Utah to present his testimony first. Doctor, we are always happy to 
have you before this committee and to hear an expression of your 
views and opinions. We are greatly encouraged by the work that you 
are doing and we are also interested. to the extent even at times of dis- 
agreement, in being educated and learning of this very important 
problem. So we are mighty happy to have you here, Dr. Flemming. 


STATEMENT OF DR. ARTHUR S. FLEMMING, DIRECTOR, ACCOM- 
PANIED BY CHARLES H. KENDALL, GENERAL COUNSEL, OFFICE 
OF DEFENSE MOBILIZATION 


Dr. Frewminc. Thank you, Mr. Chairman. I am very happy to 
have the op portunity of appearing before the committee in support of 
the President’s request for a 2-year extension of the Defense Produc- 
tion Act. 
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Senator Frear. Dr. Flemming, I have not read your testimony as it 
has been drawn up in advance, but would you also care to comment 
on S. 2879, Senator Bennett’s bill, as well as S. 3407, at the proper 
.: 9 
Lime : 


Dr. FLemuinea. Mr. Chairman, I think right at this point following 
Senator Bennett’s presentation I would like to say this: In Senator 
Bennett’s statement there is included this paragraph: 

While it is true that the Executive has a program of industrial dispersal, I 
lieve Congress should share in this program by affirmatively stating its policy 
with regard to industrial dispersal. Our failure to do so in the past has, in my 
opinion, reduced the effectiveness of the Executive's efforts in this regard. 

[ would like to say that I support enthusiastically the point of view 
expressed by Senator Bennett in that particular paragraph. I feel 
that the amendment he has proposed to the Defense Production Act 
would accomplish the objective that he has set forth so effectively in 
that paragraph. 

Senator Frear. And you support that objective ! 

Dr. FLemmine. I do. 

Mr. Chairman, I have had the feeling for a considerable period of 
time that if we are going to make substantial and intelligent progress 
in dealing with this very important problem, that it is necessary for 
the executive branch and the legislative branch to work as partners 
in connection with it. I feel that if through the medium of this 
amendment that Senator Bennett has proposed the elected representa- 
tives of the people express their own convictions relative to the impor- 
tance of this problem, it will make whatever work we do in that par- 
ticular area much more effective than would otherwise be the case. 

Senator Frear. You are in close cooperation with the executive 
departments and I assume your enthusiastic support is also shared by 
the executive branch. 

Dr. Ftemmina. I assume, Mr. Chairman, in that particular instance 
[ am reflecting the point of view of other departments in the executive 
branch that are concerned with this problem. I assume that because 
it is a matter that we have discussed quite often. 

As Senator Bennett knows, in hearings before a subcommittee of 
the Senate Armed Services Committee a little over a year ago, I out- 
lined a procedure designed to achieve a similar objective. Actually 
I would like this proposal better than my proposal because T think 
it would accomplish the objective much more rapidly, namely, the 
objective of putting the Congress back of this particular program; 
so I am very much for it. 

Senator Frear. Thank you. 

Dr. Fremmine. I would be very glad to respond to any additional 
questions that either you or Senator Bennett might have on that, 
before I proceed with the main body of my testimony. 

Senator Frear. Senator Bennett is now on the other side of the 
rostrum here. Certainly the courtesy is extended to him to ask Dr. 
Flemming any questions he desires. 

Senator Bennerr. Thank you, Mr. Chairman. 

Dr. Flemming, is there any real administrative block to the oper- 
ation of the dispersal program? Need there be any? 

Dr. Fremmine. No. I think the answer to that is no. I do not 
think of any, as far as operations within the executive branch are 
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concerned. My feeling all the way along, as you know, has been 
that if we are to make progress in this direction it will be because 
of a growing realization on the part of the people of the country, 
particularly the leaders in the field of business and industry, who have 
responsibility for making decisions as to where plants are to be located, 
that this is a serious problem and one which we should come to grips 
with in an intelligent way. I like very much the tenor of your 
statement because its emphasis is on new construction, and I think 
that is the only practical way of approaching it. Also I like it be- 
cause it emphasizes the fact that another objective we have to keep 
in mind is an effectively functioning urban economy. In other words, 
we cannot be dogmatic about this and move in and disrupt our 
urban economy in order to achieve the objective of dispersal. But 
I have felt if the objective is kept in mind by those who have responsi- 
bility in and out of Government for either locating or influencing the 
location of new*plants, and is given real weight, that of necessity we 
would get more and more decisions which would be in harmony with 
a policy or a program of dispersal. 

The more progress we make in that direction, the more effective a 
deterrent it becomes. I like to look at it that way. 

Senator Bennett. It is also a type of insurance, because assuming 
the terrible catastrophe that might come in the event of a sneak 
nuclear attack that might knock out some of the vital centers at pres- 
ent, we have got to be able to pick up the production program, not 
only for retaliation, but in order to maintain ourselves. 

Dr. Fiemmine. That is right. 

Senator Bennett. In the face of that kind of a situation. 

Dr. Fiemminea. That is right. And I feel the more we do along 
that particular line, the more effective a deterrent we have to the 
possibility of that kind of an attack. Of course, this policy and the 
objective that you have in mind is reflected in the new—I think it is 
referred to as the industrial mobilization policy of the Air Force, the 
one that issued some months ago—a policy which I personally feel is 
in complete harmony with all of the objectives we are keeping in mind 
in the defense mobilization field, and a policy which it seems to me 
makes very good sense. That policy, as I read it, is in complete 
harmony with the proposed amendment to the Defense Production 
Act which you have suggested here this morning. 

Senator Bennerr. Dr. Flemming, when you and I talked about dis- 
persal—and I am trying to reach into your mind to see if your in- 
terpretation of the idea is the same as mine—we are not talking about 
moving 10 miles or 20 miles outside of the city limits of a present 
industrial center; we are talking about getting new facilities into 
areas sufficiently distant so that they would not be hit by the same 
bomb or the same type of area bombing. Am I correct in that? 

Dr. Fiemminc. That is certainly in many instances the desirable 
objective to be achieved, particularly as far as certain types of facili- 
ties are concerned. Again that is just exactly, as I understand it, 
what the Department of the Air Force had in mind in connection 
with the air policy. For example, they talked about the desirability 
of avoiding concentrated production of all of their facilities in one 
location. They would like to have at least two sources of supply, 
and at least one of those sources of supply should be dispersed. 
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When they talk about dispersal they do talk about getting far 
enough away so we have a reasonable chance of continuing produc- 
tion if there should be an attack. 

I think, Senator Bennett and Mr. Chairman, it might be desirable 
for me at this point just to refer to portions of the dispersal policy 
that I issued as Director of the Office of Defense Mobilization on 
January 11 of this year, and possibly insert the entire policy in the 
record at this point, if that is agreeable. 

Senator Frear. I think it would probably be an answer to the 
question if we have it inserted now. 

Dr. Fiemminea. Yes. 

Senator Frear. Without objection, that will be done. 

(The document referred to follows: ) 

I-Gen—DMO-19 
JANUARY 11, 1956. 


EXECUTIVE OFFICE OF THE PRESIDENT, OFFICE OF DEFENS ‘ MOBILIZATION 
DEFENSE MOBILIZATION ORDER-I-—19 


Subject: Dispersion and protective construction—policy, criteria, responsibili- 
ties. 

By virtue of the authority vested in me pursuant to the National Security Act 
of 1947, as amended; Reorganization Plan No. 3, effective June 12, 1953; and 
the Defense Production Act of 1950, as amended; the following policy, criteria, 
and assignment of responsibilities for dispersion and protective construction 
are promulgated: 

1. Policy.—It is the policy of the United States to encourage and, when appro- 
priate, to require that new facilities and major expansions of existing facilities 
important to national security be located, insofar as practicable, so as to reduce 
the risk of damage in the event of attack; and to encourage and, when appro- 
priate, require the incorporation of protective construction features in new and 
existing facilities to provide resistance to weapons effects suitable to the locations 
of said facilities. 

2. Criteria — 

a. The distance of a facility from the probable area of destruction is the con- 
trolling factor in reducing the risk of attack damage to such facility. In de- 
termining the appropriate distance consideration will be given to all relevant 
factors, including: 

(1) The most likely objects or targets of enemy attack, such as certain 
military. industrial, population, and governmental concentrations. 

(2) The size of such targets. 

(3) The destructive power of a large yield weapon or weapons suitable 
to the particular target. 

(4) The gradation of pressures and thermal radiation at various distances 
from an assumed point of detonation. 

(5) The characteristics of the proposed facility, including underground 
and built-in protective construction features, with respect to its resistance 
to nuclear, chemical, and unconventional weapons. 

(6) The degree of damage which a facility could sustain and still remain 
operable. 

(7) The ground environment or natural barriers which might provide 
added protection to the facility. 

(8) The economic, operational, and administrative requirements in carry 
ing out the function for which the facility is to be provided. 

b. While no single distance standard and no single set of protective construc- 
tion specifications against nuclear, chemical, and unconventional weapons are 
feasible for all situations, the above factors will be applied so as to achieve the 
most protection practicable for a specific situation. 

3. Responsibilities.— 

a. All departments and agencies of the executive branch of the Federal Gov- 
ernment are responsible for adherence to the policy and criteria herein set forth 
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with respect to programs under their control. Without limitation, specific refer- 
erice is made to the following: 

(1) All agencies: (a) Programs for minimizing the vulnerability of the 
mobilization base (DMO-I-4, par. 17); (0) consideration of dispersed loca- 
tion and protective construction in the review of application for tax amor- 
tization (DMO-III-1, pars. 4 and 5; DMO-VI-4); (c) application of dis- 
persion standards to facilities of the executive branch, in accordance with 
policy and standards issued by Director, Office of Defense Mobilization. 

(2) Department of Defense: Programs for maximum use of dispersed 
plants, and development of standards for strategic locations and physical 
security (DMO-I-12, par. 2, g,h, and 0). 

(3) Department of the Interior: Programs for continuity of production 
of certain assigned industries (DMO-I-13, par. 2,j). 

(4) Department of Agriculture: Programs for operation of vital food fa- 
cilities (DMO-I-9, par. 2, h). 

(5) Department of Commerce: Programs for dispersion and continuity of 
production (DMO-I-S, par. 2, g, and h). 

(6) Federal Civil Defense Administration: Development and coordination 
of plans and programs for the reduction of urban vulnerability (DMO-I-18). 

b. The Department of Commerce (Office of Area Development) is responsible 
for providing guidance and assistance to departments and agencies of the Federal 
Government, to industry, public and private persons and organizations including 
local dispersion committees, in the application of the policy and criteria con- 
tained herein. 

(1) By agreement between the Department of Defense and the Department 
of Commerce, Department of Defense will provide guidance on certain indus- 
trial and other nonmilitary projects in which it has a direct and special 
interest. 

(2) The Department of Commerce may make similar arrangements with 
other departments and agencies to provide guidance on projects in which 
they have a direct and special interest, provided that reasonable safeguards 
to assure consistency and uniformity in the application of the policy and 
standards are maintained. 

(3) The Department of Defense is responsible for the application of this 
policy to military projects without consultation with the Department of 
Commerce, but with due regard to the location of other vital facilities and 
plans for reduction of urban vulnerability as developed by the Federal 
Civil Defense Administration. 

ec. The Federal Civil Defense Administration, responsible for the development 
and coordination of planus and programs for the reduction of urban vulnerability, 
is responsible for integrating at the metropolitan target zone level dispersion 
actions with all other measures which can make urban areas less attractive 
targets. It is also responsible for promulgating construction standards and spec- 
ifications for the protection of persons and property from nuclear and uncon- 
ventional weapons effects. The Department of Commerce and all others con- 
cerned will be governed by such standards in rendering the guidance and assist- 
ance described in paragraph b, above. 

4. Rescisions.—This order supersedes the dispersion policy statement of August 
10, 1951. 

5. This order is effective immediately. 
OFFICE OF DEFENSE MOBILIZATION, 
ARTHUR S. FLEMMING, Director. 


Dr. Fremaine. Right along that line, in connection with the ques- 
tion Senator Bennett just addressed to me, this policy says: 


It is the policy of the United States to encourage and, when appropriate, to 
require that new facilities and major expansions of existing facilities important 
to national security be located, insofar as practicable! so as to reduce the risk 
of damage in the event of attack : and to encourage and, when appropriate, require 
the incorporation of protective construction features in new and existing facili- 
ties to provide resistance to weapons effects suitable to the locations of said 
facilities. 


Then we say: 


The distance of a facility from the probable area of destruction is the con- 
trolling factor in reducing the risk of attack damage to such facility. In deter- 
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mining the appropriate distance consideration will be given to all relevant factors, 
including : 

(1) The most likely objects or targets of enemy attack, such as certain 
military, industrial, population, and governmental concentrations. 

(2) The size of such targets. 

(3) The destructive power of a large yield weapon or weapons suitable 
to the particular target. , 

(4) The gradation of pressures and thermal radiation at various dis- 
tances from an assumed point of detonation. 

(5) The characteristics of the proposed facility, including underground 
and built-in protective construction features, with respect to its resistance 
to nuclear, chemical, and unconventional weapons, 

(6) The degree of damage which a facility could sustain and still remain 
operable.. 


(7) The ground environment or natural barriers which might provide 
added protection to the facility. . 

(8) The economic, operational, and administrative requirements in Carry- 
ing out the function for which the facility is to be provided. 

b. While no single distance standard and no single set of protective construc- 
tion specifications against nuclear, chemical, and unconventional weapons are 
feasible for all situations, the above factors will be applied so as to achieve the 
most protection practicable for a specific situation. 

I think, Mr. Chairman, that that sets forth the philosophy that un- 
derlies our existing policy. In other words, what we are saying there 
is in effect that you have to look at this on a case-by-case basis, and 
you have to make the most intelligent analysis of the situation that 
you can, taking into consideration the facts of life as they confront us 
at the present time. 

Senator Bennett is correct in saying that we have abandoned any 
effort to apply the so-called nationwide mileage criteria, such as 10 
miles, or 15 miles, or anything of that kind. We feel you have to take 
a look at it on a case-by-case basis and make the best decision you can 
in the ight of all the facts surrounding that particular case. 

Senator Bennerr. May I proceed for a minute / 

Senator Frear. Yes. 

Senator Brennerr. The Air Force has adopted a program which 
you have already discussed. If this amendment were written into 
the policy section of the bill and became an expression of the policy of 
Congress, do you believe that other agencies, specifically the other 
defense agencies, and possibly the Atomic Energy Commission, would 
be apt to follow the lead of the Air Force more quickly ¢ 

Dr. Fiemmane. I think that might very well happen. 

Senator Bennerr. Are there any other ways by which it could be 
applied ? 

Dr. Fiemmine. I think, Senator Bennett, that if the Congress 
should adopt this particular amendment and then if we take that along 
with the overall policy statement to which I have just referred and 
which we have issued, and then if we follow through on that with the 
various departments and agencies and get them to work out specific 
policy statements within the framework of the congressional state- 
ment of purpose and within the framework of the Defense Mobiliza- 
tion order, I believe we could begin to make some substantial progress 
in the right direction. 

Senator Bennett. I think that is all the questions I have. 

Senator Frear. Doctor, along that line, about what percentage 
would Senator Bennett’s proposal cover of this change in present 
location of defense industries ? 
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Dr. Fiemaine. Mr. Chairman, as I understand Senator Bennett’s 
proposal it does not apply to any existing plants at all. If the Con- 
gress should adopt an amendment of this Eied it would be a statement 
of policy on the part of the Congress relative to new construction 
only, and would not be applicable to existing construction. That is 
likewise true of the Office of Defense Mobilization policy to which I 
have just referred. We apply it only to new construction. It does not 
apply to existing construction. There is no thought of trying to move 
plants that are already in existence. 

Senator Fxear. I think I have misunderstood the previous policy 
of the Office of Defense Mobilization. I thought wherever it was 
feasible to relocate a present defense industry that you were also giving 
due consideration to it, if not actively supporting it. 

Dr. Ftemmine. You see, Mr. Chairman, if I can go back just to the 
first few words of this policy statement, it reads: 


It is the policy of the United States to encourage and, when appropriate, to 
require that new facilities and major expansions of existing facilities important 
to national security be located— 
and so on. As I understand Senator Bennett’s amendment, that is 
completely in line with what I have just read. 

Senator Busu. Mr. Chairman, may I ask a question ? 

Senator Frear. Senator Bush. 

Senator Busu. I am sorry I was a little late and did not get here 
at the start of the hearing, when my good friend espoused this amend- 
ment. 

Senator Frear. I think the members of this committee understand 
the rigorous schedule the Senator has to follow. 

Senator Busnm. Naturally this is of very considerable interest to my 
section of the country. I would like to ask this question : Take a plant 
like the Sikorsky plant, which has just been developed at Stratfield, 
north of the Housatonic River, where the Merritt Parkway crosses 
the river. It is very familiar to the people traveling that way. It is 
a brandnew plant which just opened last autumn. They employ about 
4.000 people, but they have plans for doubling the size of that plant. 
They make helicopters only. I think they serve some branches of the 
armed services. I am not sure whether they serve the Marines as well 
as the Army, and so forth, and the Navy too. It is one of the big 
plants, though, and they intend to double it as time goes on. Yet this 
amendment says, “in the procurement of goods and services.” Does 
that mean henceforth in the procurement of goods and services that 
Sikorsky is going to be limited to what it can turn out in its present 
plant? That it cannot go ahead if it builds up its facilities for pro- 
viding this very unusual vehicle, the helicopter, and as it attains great 
expertness through research and development and from practice, and 
builds up its competence? Does this mean it is going to be restricted 
by an amendment of this kind so that it cannot go ahead and expand 
its services to the United States? 

Senator Bexwnerr. No. I think it means this: Let us assume that the 
Government decides they need twice as many Sikorsky helicopters. 
The Department’s position would be to encourage or maybe require 
Sikorsky to put the plant which would double their capacity at a place 
far enoneh away so that one bomb would not put Sikorsky out of busi- 
ness. There would still be another Sikorsky plant making the same 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 11 


machines. Certainly it would not prevent them from operating their 
present plant or expanding it in the completely narrow sense. One of 
the things that we face is the risk that, if the Sikorsky helicopter is as 
vital as it is, we can be wiped out of Sikorsky helicopters with one 
bomb. If they decide that additional facilities are necessary for a 
doubled capacity, the Department would want to take all of the 
factors into consideration and be free to say to Sikorsky, “We prefer 
thas you do not double your capacity here, but that you go into North 

Carolina, or Arkansas, or somewhere else, or into some area behind 
the concentrated area, to give us the added protection of distance.” 

I think that is the effect of it. 

Senator Frear. It is only effective where the Government has 
money directly involved. 

Senator Bennerr. Where the Government supplies credit or 
amortization. 

Senator Busn. In your language it says “procurement of goods 
or services.” 

Senator Bennetr. May I have one of the copies? 

In the rendition of any Government financial assistance for the construction 
and expansion * * * 

The Government is giving financial assistance in the procurement 
of goods and services. 

Senator Busn. Certainly the first act of assistance is to place the 
order. 

Senator Bennett. I do not think that is the effect of the amendment. 

Senator BusH. It is certainly broad enough to cover that. 

Senator Bennerr. If the Government supplies the eredit on which 
it is done. 

Senator Busn. In all these contracts, unless the situation is 
changed—and I must say I am not up to date on it—but I believe all 
of these contracts provide a very large measure of Government credit 
to carry these fellows along. The business is too big to do otherwise. 
Advance payments are the rule, I believe, unless it has been changed 
very, very recently. 

Senator Bennerr. The effect of the amendment would be to give 
the administrative purchasing departments the right to look at the 
situation and decide whether the interests of the national defense 
require the expansion to be placed somewhere else. 

Senator Busu. Do they not have that privilege at the present time? 
Is there anything to inhibit them and keep them from doing that right 
now ? 

Senator Bennerr. Maybe Dr. Flemming can answer that. 

Dr. FLemmune. The answer to that is “No.” There is not anything 
to prevent them from doing it. Senator Bush, before you came in I 
had commented on Senator Bennett’s testimony in his presentation of 
this amendment. In commenting on it I called attention particul: arly 
to one paragraph in his statement where he said: 

While it is true that the Executive has a program of industrial dispersal, I 
believe Congress should share in this program by aflirmatively stating its polic y 


with regard to industrial dispersal. Our failure to do so in the past has, in my 
opinion, reduced the effectiveness of the Executive's efforts in this regard. 


[ indicated I concurred in Senator Bennett’s comments on that par- 
ticular point. I do feel this question of industrial dispersal is an im- 
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portant one, and it is a complex one for the very reasons you have 
indicated. I do feel that the executive branch of the Government and 
the legislative branch of the Government should be working along 
together on it. I feel that on the whole we will get a better ac eptance 
of the concept if the people of the country feel ‘that the elected repre- 
sentatives of the people also feel this is a matter which should be 
weighed and which should be given consideration in arriving at these 
determinations. 

[ think, coming to your specific question or situation, the important 
thing to keep in mind is, as Senator Bennett has indic ated, that if they 
were confronted with the necessity of a major expansion in order to 
provide additional production, the Air Force might very well say 
to them, “One of the factors we want to take into consideration— 
maybe it cannot be the controlling factor, but we want to take it into 
consideration—is the desirability of having more than one source of 
supply; and where we have more than one source of supply, to have 
at least one of those at a reasonably dispersed point.” I might get 
Ohio into this, too. But as I indicated before you came in, I felt that 
the Air Force, in a recent policy statement, had approached this in a 
very fine, well-balanced, way. We cannot be extreme on it either way, 
as | see it I have taken this position consistently: That dispersal as 
an objective cannot be the only objective that can be taken into con- 
sideration. I have stressed a great many times my own feeling that 
one of the objectives we have ‘to keep in mind in this country at all 
times is an effectively functioning urban economy. 

If we permit the objective of dispersal to undermine our effectively 
functioning urban economy, then in terms of our total strength we 
have not accomplished anything. Probably we have weakened our- 
selves. For example, I gave to the committee, Senator Bush, before 
you came in, the criteria which I set forth in an Office of Defense Mo- 
bilization policy statement on this point, which I felt should be taken 
into consideration. The eighth criterion is: 

The economic, operational, and administrative requirements in carrying out the 
function for which the facility is to be provided. 

I feel that that is a factor which has got to be weighed along with 
the other factors. 

Senator Frear. Is it not also true that in the dissemination of in- 
dustry you have to take into account perhaps the availability of the 
raw materials or water power, or electricity, or other features that 
are inherent in the production processes of the particular industry 

Senator Busu. As well as the skilled labor supply and the experi- 
ence factor, and other things. 

Dr. Ftemminc. Yes. That is what went into the eighth criteria. I 
said, “The economic, operational, and administrative requirements.” 
They include the type of question you have in mind. The thing we 
have been pleading for is not that people should just become dogmatic 
and say, every new plant has to be dispersed, and so on. But it should 
be a factor that is weighed and given serious weight and serious con- 
sideration before a final decision is made. 

As I understand Senator Bennett’s amendment it is in complete 
harmony with that spirit which has motivated our approach to the dis- 
persal problem. I think we should all be in agreement on the fact that 
in this kind of a world, dispersal is a factor that certainly should not 
be completely ignored by this country. That is one extreme. 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 13 


The other extreme would be that the only thing that went into the 
final conclusion—I mean, the only consideration that entered into the 
tinal conclusion on the loc ation of a plant is dispersal. Neither ex- 
treme makes sense. Either to ignore it or give it conclusive weight. 
But somewhere in between is a middle ground which it seems to me 
our country ought to be occupying. In other words, we should not 
ignore it. "We should take it into consideration. We should give it 
serious consideration, along with all of the other factors one has to con- 
sider in locating a plant. 

Senator Busu. May I ask this, Dr. Flemming: Is it not true, 
though, that you have, over recent years, been giving it serious con- 
sideration and using a great deal of discretion in connection with this 
matter and be en effecting dispersal actually just by proper administra- 
tive procedures ¢ 

Dr. Ftemmrne. That is correct, Senator Bush. 

Senator Busu. That has been my observation, that you have been. 

Dr. Fiemainc. That is correct. And the reason why I mentioned 
Senator Bennett’s proposed amendment is that it would mean that the 
legislative branch and the executive branch would be partners in this 
particular operation. In other words, if this amendment were 
adopted—let me put it this way: If this amendment were adopted 
I would see no reason for changing the basic policy statement on 
dispersal that I issued in January of this year. I think the two are 
in harmony with one another. But the Congress would be saying to 
the people of the Nation, “We agree with the executive branch that 
this is something of vital concern to the security of this Nation, and 
something that citizens should consider.” 

Senator Busu. I am certainly not out of sympathy at all with the 
question of dispersal, and anyone with eyes to see can see the advantage 
of it. 

Dr. Fitemmuine. That is right. 

Senator Busn. I have been very much impressed with the fact that 
the armed services have shown a great deal of discretion in that par- 
ticular, to wit, that we have important installations from coast to 
coast, and up and down the coast of the Pacific as well as the Atlantic, 
and in the interior part of the country. There is a tremendous amount 
of dispersal in almost every element of our production in connection 
with defense. Therefore, it rather alarms me to see this kind of thing 
coming along as though ‘there were some new urgency for hastening 
dispersal and laying great emphasis on the fact that we have to build 
more Government plants and place more Government orders in other 
areas than where they are now being placed. 

I am disturbed about it because the economy in certain parts of 
our country, such as that in which I live, is geared to this kind of 
policy and ‘this kind of situation. ‘This type of resolution, I believe, 
can be considered a threat to the economic and social security of an 
area like ours. I do not like to see this additional emphasis placed 
on the matter. 

I have a great deal of confidence in the discretion of the Office of 
Defense Mobilization and the armed services in connection with this 
matter. I think they have acknowledged the situation very wisely 
indeed. 

Dr. Fiemme. I appreciate that. I would like to say, Senator 
Bush, I am sure our approach from an adminstrative point of view 
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to the problem would be the same as it has been if the Congress 
should see fit to adopt Senator Bennett’s amendment, but it would, I 
feel, put us in a stronger position, because the executive and the legis- 
lative would be working hand in hand to underline the point you 
have made. It is a point we have tried to keep in mind, and I have 
pointed out there was a time in the history of the dispersal policy of 
this Government when there was a so-called mileage standard that 
was applied. It was 10 miles. You identified the area of industrial 
opulation concentration and drew a line around it and went 10 miles 
ecell the perimeter. We have abandoned any idea of a mileage 
standard because we know it is not practical or feasible and you 
cannot have a nationwide mileage standard. 

Frankly, in considering that, New England loomed very large in 
our thinking. So we have said that the only thing you can get any- 
where with this now under present conditions is to take it on a case-by- 
case basis, weighing all of the factors, and arrive at the best decision 
you can arrive at. I feel Senator Bennett’s amendment would not 
change that one iota. We would continue to do it on a case-by-case 
basis. But I think from the standpoint of the whole area of nonmili- 
tary defense it would be a very encouraging and wholesome thing if 
the Congress in effect said, “We also believe that this is a factor that 
should be taken into consideration.” 

I think if the Congress says it, Senator Bush, it becomes a more 
effective deterrent in terms of its impact on our possible enemy. So 
I do not think that the adoption of an amendment of this kind should 
be any cause for alarm on the part of the areas that are faced with 
the type of problem your area is faced with. As you can appreciate, 
there are others, like the Los Angeles, Calif., area. I do not think 
it should be the basis for alarm at all, but we should go ahead and 
administer the policy just the same as we are at the present time. But 
the people will know we are doing something that the Congress not 
only acquiesced in, but had some conviction in. 

Senator Bennerr. That it approved of. Dr. Flemming, while 
you are reading that, may I say actually with each expansion of the 
destructive capacity of weapons; with the coming of the H-bomb and 
then its cobalt variations—and I am not an authority on those—and 
with the development of these long-range guided missiles it seems to 
me there is increased urgency as compared with 5 years ago, just as 
it becomes necessary for us to abandon the limited mileage concept 
in the face of an increased urgency, because those orginal limited 
mileage figures no longer have any meaning in today’s situation. 

Dr. Ftemminea. That is correct. 

Senator Frrar. Doctor, are there any of the other dep tm nts of 
the Defense Establishment, other than the Air Force, that have a 
policy of dispersal ? 

Dr. Ftemmine. Mr. Chairman, they have written into their policies 
the provisions. for example, of a maintenance of the mobolization base 
order that I issued as Director of the Office of Defense Mobilization 
possibly 18 or 19 months ago, which identifies dispersal as one of the 
factors to be taken into consideration in the placement of orders and 
in the placement of new plants. That ODM order in turn has been 
incorporated in parallel orders of the Army and the Navy and then, 
of course, has been reflected more recently and in more detail in the 
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Air Force policy. In other words, the ODM order is binding on the 
Department of Defense. 

Senator Frear. But the Air Force is the only department which 
has actually set a policy of their own in accordance with, 1 suppose, 
your ODM order? 

Dr. Fiemmina. Let us put it this way: It is the only service which 
spelled out this policy in as much detail as they have. 

Senator Frear. If there is no objection on the part of any mem- 
bers of the subcommittee I would like to have the Air Force policy 
and a Department of Defense directive on the subject of dispersal 
made a part of the record at an appropriate point. 

Dr. FLemmine. I think that would be a very good thing, Mr. Chair- 
man. Iam sorry I do not have a copy with me. 

(The documents referred to follow:) 


DEPARTMENT OF DEFENSE, 
OFFICE OF PUBLIC INFORMATION, 
Washington 25, D. C. December 28, 1955. 


No. 1226-55 
Arg Force ANNOUNCES NEw POLICY ON INDUSTRIAL PRODUCTION READINESS 


The Air Force today announced a new industrial production readiness policy 
that will bring the production planning effort in line with operational concepts. 

This new policy recognizes the impact that nuclear weapons and long-range 
delivery vehicles have on planning for industrial support of military forces, thus 
placing greater emphasis on readiness for this type of war than on the traditional 
concept of a prolonged industrial build-up after war starts. 

Recognizing emergency conditions under which industry will be required to 
accelerate production in the event of an emergency, two special planning con- 
cepts are outlined in the policy. The first is the production compression concept 
which is designed to achieve delivery to the Air Force of every possible piece 
of equipment which would be critical during the early weeks of a general war. 
The second is the production acceleration concept which is designed to provide 
a capability for rapidly accelerating production of selected weapons that would 
be critical in a local war. 

To achieve an industrial complex that can rapidly respond to production needs 
in an emergency, the Air Force plans to concentrate available resources on its 
most important weapons and supporting systems. 





DEPARTMENT OF TITE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, November 28, 1955. 
Memorandum for the Curer or Starr, USAF 
Subject: Air Force Industrial Production Readiness Policy 


A. WHAT THIS DOCUMENT DOES 


This document prescribes the policy for establishing and maintaining indus- 
trial production readiness to insure that current and emergency missions of the 
Air Force are accomplished. It supersedes the Air Force production reserve 
policy dated June 17, 1953. 


B. WHY INDUSTRIAL READINESS IS ESSENTIAL 


Continuous technological advancement along with shifting international 
political and military power have dictated radical chanzes in our national 
Stratecy. Therefore, a new approach to industrial support of our military forces 
in a national emergency is essential. This new approach is essential because, 
for the first time in modern history, our Nation is faced with a continuing 
potential threat of devastating destruction at the outset of eeneral war. If, in 
an emergency, we are to survive and minimize the devastation to our Nation, 
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the traditional concept of a prolonged industrial buildup after attack must be 
replaced with a “readiness” program. 


C. WHAT INDUSTRIAL READINESS WILL DO 


1. Deter war by maintaining a modern Air Force in being that can immediately 
defend the Nation and retaliate in case of attack. 

2. Make us capable of rapidly expanding production of appropriate weapons 
in case of involvement in peripheral conflicts or expansions short of a general 
nuclear war. 

3. Improve industry's ability to maintain or rapidly restore production of criti- 
cal survival and retaliation weapon systems and related support commodities in 
case of general war involving severe industrial damage. 

t. Maintain the health of the aircraft industry as necessary to fulfill the needs 
of the Air Force. 


D. SELECTIVE PLANNING IS IMPERATIVE 


Sufficient resources are not available to attain the required readiness for all 
aircraft, guided missiles, and support equipment. Consequently, to provide a 
hasis and priority system for directing available resources and effort, the fol- 
lowing three categories are established: Category A (first priority) ; category B 
(second priority) ; and category C (third priority). 

1. Category A.—This category will include the most important Air Force 
Weapon systems and supporting systems which warrant special handling and 
which must be kept in active production under the most austere emergency 
conditions. Selection will be based upon recommendations of the Air Staff and 
Air Council, after the following factors have been considered : 

(a) How critical is the mission to be performed or supported * 

(b) Performance capacility and versatititly of the system. 

(c) Current production status and general producibility of the system. 

(d) How vulnerable is the industrial structure required to produce the 
system? 

(e) Current inventory quantity of the system. 

2. Category B.—This category will include weapon systems and supporting 
systems included in the Minimum Wartime Aircraft and Guided Missiles Re- 
quirements List which have not been designated category A. Under extremely 
austere emergency conditions, surviving production capacity for this category 
would be reprogramed to support production of category A systems as required. 
Category B systems will be kept in production under adverse conditions. 

3. Category C.—This category includes all remaining weapon systems and 
supporting systems for which production planning is desirable. Category C sys- 
tems may not necessarily be kept in production in case of general war involving 
severe industrial damage. However, capacity for this category could be of great 
value in rapidly accelerating production during a limited war, emergency accel- 
eration short of general war, and to provide sources that can be reprogramed 
to support production of the A and B categories in a general war involving severe 
industrial damage. 

4. Selective Planning List.—The Air Staff will prepare a Selective Planning 
List that breaks down the Minimum Wartime Aircraft and Guided Missiles Re- 
quirements List into categories A and B. This list will also identify weapon 
systems and supporting systems assigned to category C. It will be issued during 
May and November of each year, to be effective for the following 6 months period 
beginning July 1 and January 1, respectively. 

5. Preferential Planning List.—Semiannually the Department of Defense Pref- 
erential Planning List will be revised, using the A and B categories as the basis 
for its revision. 

6. Departmental Planning List.—Departmental Planning List will be revised 
at the same time, based on category C. 

7. Emergency production schedules —Emergency production schedules will be 
based on guidance and force levels in support of joint war plans, or, in absence 
of such plans, Air Force unilateral plans. In developing emergency production 
schedules, planned production should be limited to that which can be utilized in 
any planned time period. Excessively high, short duration production peak rates 


1 All critical components and equipment which could limit production will be given 
equal priority with the related system and included on the list with the primary system. 
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which cause corresponding increases In resources requirement for short 
periods will be avoided. 

8. Production compression capability —This term applies to developing a capa- 
bility for maximum all-out production of strategic and air defense weapon systems 
during the initial phases of a general war (i. e., first 60-90 days). Production 
compression must be planned, so that in an emergency it goes into effect instantly. 
This immediate increased production can be achieved with workable plans for a 
maximum workweek and draining the normal inventory of finished components, 
equipment, and subassemblies on hand in the assembly plant. Even greater 
potential output is possible by increasing inventory of finished items maintained 
at the assembly plant. However, this inventory wili be increased on a very 
selective basis—when production status, duration of increased production capa- 
bility, additional costs, and criticality of the weapon or supporting system 
varrant such action. The increased inventory will be purchased with directed 
funds, and it will be consumed as the last increment of aircraft is produced under 
the current program. In developing production compression plans, the following 
veneral conditions are to be assumed : 

(a) The assembly plant will remain intact. 

(b) No additional personnel will be available during the all-out production 
period. 

(c) No support from Government-furnished aeronautical equipment pro- 
ducers, subcontractors, or vendors during the period. 

(d) Loss of all except local transportation facilities. 

(e) Communication facilities limited to high priority messages. 

9. Production acceleration capability —This term applies to developing capa- 
bility for rapidly accelerating production of tactical or supporting systems to a 
predetermined peak rate in the shortest possible time. Rapid acceleration can be 
accomplished by maintaining readily expansible production capability and 
increasing the inventory of finished and semifabricated materials at prime, asso- 
ciated, and subcontractor facilities. This capability must be created in advance 
if an emergency so that it can go into effect immediately. 

(a) The increased inventory of materials will be purchased with directed 
funds. It will be consumed as the last increment of aircraft is produced 
under the current program. 

(6b) Production acceleration will be applied on a very selective basis 
dependent upon production status, duration of increased production capa- 
bility, additional costs, and criticality of the weapon system or supporting 
system mission. 

(c) Production acceleration plans will be of greatest value in the event we 
are involved in limited wars of peacetime expansion. 


E. HOW INDUSTRIAL READINESS WILL BE ACHIEVED 


The required readiness will be achieved when the Nation’s industry can respond 
immediately to vital demands placed upon it in an emergency. To achieve this 
desired state of readiness will require a long-term Air Force industry program. 
In implementing the program, the following general policies and specific pro- 
cedures will apply: 

1. General policies to achieve readiness—(a) The Air Force will maintain 
close relationship with industry and trade associations to make sure that emer- 
gency production plans are realistic and feasible. Participation, advice, and 
assistance of industry will be solicited and encouraged. 

(b) Develop industrial readiness through the normal conduct of Air Force 
procurement and production business. Future supply contracts for production 
of selected categories A or B systems will contain provisions assigning to the 
contractor responsibilities for completing readiness measures and preparation of 
emergency manufacturing plans. ; 

(ec) Maintain plans for immediate conversion or expansion of industrial pro- 
duction to meet any emergency. Insure prompt reprograming capability by 
applying modern statistical or mechanical control methods in the management of 
product, source, and capacity data. 

(@) Program special projects, including necessary funds, to attain maximum 
production readiness of selected categories A and B systems. 

(e) Emergency production plans will normally include only systems and equip- 
ment of proven design which are being procured for the Air Force inventory. 
Schedules will be evaluated to make sure that objectives are feasible. Industrial 
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planning for weapons systems and supporting systems will be initiated in phase 
with their emergence from the development state. 

(f) Industrial dispersal: Dispersal as used in this memorandum, refers to the 
geographical distribution of vital defense production and development facilities 
to avoid concentration of these facilities within target areas, so as to minimize 
the disruption of production and development in case of enemy attack. The pro- 
duction sources for categories A and B systems will be analyzed to determine 
vulnerability and adequacy of dispersal. A program will be developed to mini- 
mize the loss of production of these systems through dispersal and other meas- 
ures. The following policies and criteria will govern development of this 
program: 

(1) The obstacles to maximum dispersal, such as cost, social dislocation 
in existing areas of population, delay of vital defense production and develop- 
ment should be carefully considered in seeking a practical solution to the 
problem of dispersal. 

(2) When multiple sources for an item of material are practical, dispersal 
will be a key factor in selection of the additional sources. Wherever prac- 
ticable, this principle will also be applied in the case of multiple sources for 
subcontract work. 

(3) Dispersal will be one of the prime considerations in the location of 
new facility construction, particularly when furnished at Government ex- 
pense or with Federal aids to construction. This may not necessarily apply 
to those new facilities which constitute a desirable, but relatively minor, ad- 
junct to existing defense facilities. 

(4) To avoid the excessive cost and the resulting social dislocation at- 
tendant on the abandonment of existing production facilities, all facilities 
in heing will be maintained in use as required. Every effort will be made to 
require the use of existing facilities before new facilities are constructed. 

(5) The urgency of dispersal should always be weighed against the urgency 
of the requirement for timely delivery of the vital product involved. 

(6) Consistent with paragraphs (1) through (5) above, the objective 
shall be to avoid the tendency toward overconcentration of critical defense 
facilities in target areas. 

(g) The Air Force will support modernization of Government or privately 
owned facilities whenever significant savings to the Government and a substan- 
tial increase in required defense production capacity can be achieved. 

2. Specific procedures to achieve readiness.—Basic readiness requirements for 
each priority category are listed below. However, variable factors and situations 
will require special evaluation and independent judgment to insure the most 
effective direction of effort and efficient allocation of resources. To assure a 
readiness capability, the following production base will normally be developed for 
each of the three priority categories: 

(a) Category A: 

(1) Establish at least two production sources for weapon and support 
systems, including subcontractor and vendor sources. To the maximum 
extent possible, establish at least one source away from highly concentrated 
industrial areas and major military installations. 

(2) Retain at least one source in production, on a sustaining rate, until 
production of a follow-on model is sufficient to support critical wartime 
missions. 

(8) Develop phased production capacity on an expandable 2-shift, 5-day, 
40-hour week basis for primary strategie and air-defense systems ; and 1-shift, 
5-dav, 40-hour week basis for other basic systems. 

(4) Production compression capability will be developed for selected stra- 
tegic and air defense weapon systems or supporting systems, when pro- 
duction status associated costs and mission requirements warrant it. 

(5) Production acceleration capability will be developed for selected tac- 
tical weapon systems or supporting systems, when production status, asso- 
ciated cost and mission requirements warrant it. Under certain conditions, 
air defense weapon systems may warrant this action. 

(6) Develop plans for emergency production concurrently with current 
production plans. In developing production plans, emphasize product engi- 
neering, tool design, plant layout, subcontracting, manning, facilitation and 
the ability to convert from current production to emergency schedules as 
rapidly as possible with minimum disruption of effort. 

(7) To establish and maintain a capability for rapid acceleration to emer- 
gency peak rates, all required facilities will be provided, from the following: 
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(a) Contractor furnished facilities. 

(bo) Current facilities projects. 

(c) Equipment in industrial reserve. 

(d) Special projects. 

(8) Analyze the production support structure to make sure that adequate 

eapacity is available to provide component, equipment, subassembly, man- 
power and materials support of systems at the peak rate. 

(9) Develop and maintain current plans as rapidly reprogram alternate 
production suppport in case attack or other disaster destroys current ca- 
pacity. 

(b) Category B: 

(1) The basic conditions established for category A will be applied to 
sategory B items, except they will be given secondary priority in directing 
available resources and effort. 

(c) Category C: 

(1) Basic readiness measures will be applied to this category to the maxi- 
mum extent through normal conduct of procurement and production buiness. 
Effort, added costs and commitment of resources will be held to a minimum 
and will be afforded third priority in planning for industrial readiness. 

(2) Emergency production requirements will be scheduled with planned 
producers and firm plans developed to establish or identify required capacity. 

(3) Production plans to produce at emergency rates will be prepared by 
planned suppliers on a voluntary or low-cost basis. Additional facilities re- 
quired and production elements which limit capactiy to reach peak rates 
will be identified by planned producers. 

(4) Normally, additional facilities required for this category will be fur- 
nished after M-day or a decision to accelerate production, from the following 
sources : 

(a) Contractor furnished facilities. 

(b) Remaining industrial reserve facilities. 

(c) Conversion of commercial production capacity. 

(d) Production from equipment manufacturers. 

(e) Special projects may be considered after requirements of the two 
higher categories have been satisfied. 

(5) Production source data for important components, subassemblies, 
equipment, materials, and vendor items will be maintained on this category, 
for use as alternate capacity in support of higher priority items in case of 
general war involving severe industrial damage or disaster. 


H. WHEN AND HOW TO IMPLEMENT THIS POLICY 


Effective immediately, all programs relating to current and emergency pro- 
duction of weapons and supporting systems will be reviewed and adjusted to 
conform with this policy. The adjustment is to be accomplished as rapidly as 


possible, but with due regard to economic considerations and the adverse effects 
of sudden change. 


DonaLp A. QUARLES. 
NovEMBER 17, 1955. 
No. 5220.5 
DEPARTMENT OF DEFENSE DIRECTIVE 
Subject : Industrial dispersal. 


I. PURPOSE 


The purpose of this directive is to prescribe Department of Defense policy with 
respect to industrial dispersal. 
II. DEFINITION 


“Dispersal,” as used in this directive, refers to the geographical distribution of 
vital defense production and development faciJities to avoid the concentration of 
these facilities within target areas, so as to minimize the disruption of produc- 
tion and development in case of enemy attack. 


Ill, POLICY 


Recognizing the obstacles to maximum dispersal, such as cost, social disloca- 
tion in existing areas of population, delay of vital defense production and develop- 
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ment, the following criteria should be carefully considered in seeking a practical 
solution to the problem of dispersal : 

1. When multiple sources for an item of materiel or development are practical, 
dispersal will be a key factor in selection of the additional sources. Whenever 
practicable, this principle will also be applied in the case of multiple sources for 
subcontract work. 

2. Dispersal will be one of the prime considerations in the location of new facil- 
ity construction, particularly when furnished at Government expense or with 
Federal aids to construction. This may not necessarily apply to those new facil- 
ities which constitute a desirable, but relatively minor, adjunct to existing defense 
facilities. 

3. To avoid the excessive cost and the resulting social dislocation attendant 
on the abandonment of existing production facilities, all facilities in being will be 
maintained in use as required. Every effort will be made to require the use of 
existing facilities before new facilities are constructed. 

1. The urgency of dispersal should always be weighed against the urgency of 
the requirement for timely delivery of the vital product involved. 

5. Consistent with the above, the objective shall be to avoid the tendency 
toward overconcentration of critical defense facilities in target areas. 

REUBEN B. Ropertson, Jr., 
Deputy Secretary of Defense. 

Senator CaprHart. Mr. Chairman. 

Senator Frear. May I ask one more question on this subject. What 
advantage taxwise does an industry have by giving effect to dispersal ? 

Dr. Fiemurne. If there is an open expansion goal, and if they are 
going to build a facility which, let us say, comes within an open expan- 
sion goal, and they apply for a rapid tax amortization certificate, they 
will not be given that certificate unless they receive advice as to dis- 
pe ‘rsal from the Area Development Division of the Department of 
Commerce, which is our delegate agency, and unless they follow that 
adv) ice, 

If they feel there are very sound reasons for not following the ad- 
vice, they can apply to us for an exception, and sometimes we give an 
exception. But I think it might be interesting to put this figure into 
the record, Mr. Chairman. If you take the whole histor vy of “the issu- 
ance of tax amortization certification and then if you take the projects 
that involve a capital investment of a million dollars or more— 

Senator Frear. $1 billion ? 

Dr. Fiemmine. A million. $1 million or more. 80 percent of those 
projects have conformed to the advice given on dispersal in connection 
with the issuance of tax amortization certificates. 

Senator Frear. What range or what leeway do you have in grant- 
ing tax ee ? To explain it further, I mean, do you give a 2- 
year, or a 5-year, or a 20-year tax advantage to an industry ? 

Dr. FLEMMING. The law provides when we issue a certificate they 
can write off in 5 years. However, we do have this administrative 
leeway. We can decide that percentage of the capital investment 
is to be accorded the tax writeoff privilege. On an average it has 
run about 60 percent of the capital investment. Altogether, since 
the beginning of the program, tax amortization certificates have been 
issued which total around or which represent investments of about 
$32 billion. 

Senator Frear. That is $52 billion? 

Dr. FLemmMine. That is right. Of that $32 billion about $18 billion 
to $19 billion has been subject to the rapid tax writeoff. 

Senator Frear. You have no authority to change the 5 years but 
you have authority to change the percentage, or offer that 5-year 
advantage to a different perc ent: age of the investment ? 


ra 
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Dr. FLemmine. That is right. May I correct my figures? I was 
. little out of date. The total is $35 billion. That is, the tax amortiza- 
tion certificates represent capital investments amounting to $35 bil- 
lion, and of that $35 billion we have given a tax writeoff of $21 billion. 

Senator Frear. Senator Capehart. 

Senator Cargnartr. Mr. Chairman, I would like to ask unanimous 
consent to have placed in the record the report that Dr. Flemming 
made on defense procurement and small business. You remember 
we wrote into the act last year a rather pointed and specified and 
an understandable section that they were to give us a report on what 
was happening to small business with respect to defense procurement. 
The y have made their first report, but I cannot find the date on it, 
Dr. Flemming. 

Dr. Fremmine. I am not sure. 

Senator Capenart. I do not believe it is dated. 

Mr. Yrncurna. It was transmitted to us on March 2. 

Senator Carenartr. But this document I hold in my hand is not 
dated. However, I would like to ask unanimous consent that it be 
made part of the record and printed at the conclusion of Dr. Flem- 
ming’s testimony. 

Senator Frear. Without objection it is so ordered. 

(The document referred to appears on p. 54.) 

Dr. FLtemmine. Mr. Chairman, do you want me to proceed with 
my testimony ¢ 

Senator Frear. The chairman of the subcommittee would like 
to give all of the advantages possible to the Senator from Utah and 
the Senator from Connecticut. He is enjoying the position that each 
of them are taking here today. I know the Senator from Utah has 
to get off to another committee meeting. 

Senator Busn. I have no questions. I would be glad to hear Dr. 
Flemming continue. But I agree with you, if the Senator from Utah 
has another engagement I will be glad to yield for that purpose. 

Senator Frear. Thank you. You may proceed, Dr. F lemming. 

Dr. Fiemaanc. Mr. Chairman, as I indicated at the beginning, I 
am very happy to appear here to support the President’s request as 
contained in his state of the Union message for a 2-year extension 
of the Defense Production Act. 

I would like to present to you the reasons that I have formerly given 
to the House Committee on Banking and Currency for believing that 
the authorities in this act are essential for the carrying forward of both 
our current and long-range defense mobilization programs. 

As the President pointed out in his state of the Union message, the 
maintenance of a strong and flexible defense program requires that 
current military and atomic energy programs proceed without inter- 
ruption and that we have a broad and diversified mobilization base, 
which will reflect new requirements resulting from changes in tech- 
nology and strategy. 

The statement of polic vy of the Defense Production Act recognizes 
both of those objectives and the authorities provided in the various 
titles of the act are essential to meet them. 

Since current and long-range programs are interdependent to a 
substantial degree I desire to discuss the various authorities now in the 
act in relation to their utility for each type of program. 
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The priorities and allocations authority of title I of the act is of 
great importance to the procurement programs of the Department of 
Defense and the Atomic Energy Commission. 

To maintain the necessary level of defense procurement without 
interruption during a period when the requirements of an expanding 
economy for materials and facilities are extremely high, it is necessary 
to insure a preference for delivery on defense orders. 

The defense materials system, as operated by the Department of 
Commerce under a delegation made under the authority of the Defense 
Production Act, accomplishes that important purpose by requiring 
producers of basic forms and shapes of steel, copper, and aluminum to 
set aside certain percentages of their production for the filling of 
identified defense orders. 

This device also insures the equitable distribution of defense orders 
among the various producers of basic items and leaves to each pro- 
ducer of such materials a relative share of his production for supplying 
his customers in the civilian market. 

The identified orders of the Department of Defense and the Atomic 
Energy Commission are given a preference in delivery which applies 
not only to the basic materials in those set-asides but also to other 
materials, such as nickel, and to the various components entering into 
the production of the end item ordered. 

However, the use of the priorities and allocations authority is lim- 
ited to assuring adequate handling of defense orders as required by 
the act. It does not operate to control the distribution of goods in 
the defense-supporting and civilian elements of the economy. This 
is in accord with the spirit of the law as expressed in section 101 (b), 
which provides that— 


The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds 
(1) that such material is a searce and critical material essential to the national 
defense, and (2) that the requirements of the national defense for such material 
cannot otherwise be met without creating a significant dislocation of the normal 
distribution of such material in the civilian market to such a degree as to create 
appreciable hardship. 

The present limited operation of the defense materials system, in 
addition to meeting current military requirements, provides us with 
a readiness measure of extreme importance. It is a mechanism which 
could be expanded in time of mobilization to provide for the more 
extensive control of materials in the civilian market which would be 

quired by the sharp increase in defense and defense-supporting 
orders. 

Its current operation insures the maintenance of the requirements- 
gathering machinery in the producing plants and their suppliers as 
well as in the Department of Defense and in the Atomic Energy 
Commission. 

Prompt employment of this device for making the most efficient 
defense use of scarce materials is of great importance in any period 
of substantial mobilization and increases in value in proportion to 
the scarcity of materials and capacity. If this country were to suffer 
an atomic attack, with substantial losses of material and productive 
capacity, the DMS device would be absolutely essential to the effective 
utilization of our remaining productive resources for rehabilitation 
and survival and to wage war. 
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With respect to the authorities granted by title III of the act, 
the current programs for the expansion of productive capacity and 
supply are not so readily separable from the long-range preparedness 
programs for full mobilization. 

Both are designed to make it possible for the Nation’s productive 
machine to produce the volume of goods needed to wage a war with 
the least possible delay. 

In connection with the proposed extension of title III authorities, 
however, a separate discussion of these programs and of how we expect 
those powers to be used to meet them might be helpful. 

To the extent that the program to provide the Nation with ade- 
quate productive capacity deals with facilities producing items in sub- 
stantial peacetime demand, it can be said that the job is nearing 
completion. 

Of the 227 expansion goals established, only 31 now remain open. 
It was 32 up to Friday, but we closed 1 on Friday so it is only 
31 now. 

Combinations of tax amortization assistance and one or more of the 
forms of assistance authorized by title III will probably be necessary 
to reach some of the goals, while in other cases some type of prepared- 
ness measure may have to be adopted as a substitute for capacity in 
being. 

The use of authorities in the act for preparedness programs de- 
signed to reduce the time required to mobilize in the event of an 
attack was recognized by the 1955 amendments to the act. 

We have developed, for example, a program to procure machine 
tools to round out existing capacity for the production of turbines 
and turbine gears for ship propulsion. This program is now being 
rechecked from a requirements point of view before it is actually put 
into operation. Wartime requirements for capacity for which there 
is no present peacetime need can be met, as in this case, by the instal- 
lation in private plants of standby production lines to be maintained 
by the producer. 

We have developed a machine tool pool order program which will 
permit the Government to enter into contracts now with the producers 
for production of designated tools on M-day. The contracts will be 
finalized in advance and production under them can commence on 
M-day upon asimple notice from the Government. 

The authorities in title ITI and the borrowing authority available 
under it would be needed to carry out programs of these types. 

In the event of an enemy attack on the United States with atomic 
weapons we could expect that large and critical segments of the mobil- 
ization base would be destroyed or damaged. 

Rapid restoration of key facilities would be, of course, an essential 
factor in our ability to wage war and it is clear that substantial assist- 
ance from the Government would be necessary. 

The authorities presently existing in title III of the act, together 
with those in title I, could be used to take many important steps to 
achieve that objective. 

Funds, scarce materials, and production equipment could be pro- 
vided for the most critical restoration jobs. 

We feei that one of our unfinished jobs is, in cooperation with the 
Federal Civil Defense Administration, to determine whether there 
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are existing gaps in our mobilization base which, if closed now, would 
expedite survival and rehabilitation operations following an attack. 

[f such gaps are identified and if they in all probability will not be 
closed as a part of normal peacetime operations, it may be necessary 
to use the authorities under this title to deal with such situations. 

The funds for expansion programs are made available through the 
borrowing authority of section 304 of the act. 

Of the $2.1 billion authorized by the section, a little over $1.7 billion 
has been certified for obligation during the 514 years-since the pro- 
eram was initiated. About $400 million remains for future certifica- 
tion. 

This balance is adequate for programs now in the planning stage. 
If in the future an increase is required we shall present that require- 
ment and its justification to the Congress in the ordinary course. 

Title VII of the act provides a number of supplementary authori- 
ties which are necessary to the exercise of the powers granted in the 
preceding titles and, in addition, includes two specific authorizations 
necessary to our mobilization program. 

The voluntary agreements authority of section 708 provides a 


a 


mobilization tool of great importance for current defense and for 
wartime use. 

It authorizes an exempton from the antitrust laws for private par- 
ties engaged in combined actions found to be in the public interest 
as contributing to the national defense. 

Under this authority there are in force 23 agreements, 20 of them 
integration or production committees of the Department of Defense. 


Committees consisting of all contractors with the Department for 


a particular military end item are able, through the exchange of in- 
formation, techniques and processes, to develop production practices, 
standardized parts and other devices for achieving a more efficient 
and uniform products with greater economy. 

In accordance with the 1955 amendment to section 708, member- 
ship on these committees is being expanded to include standby con- 
tractors and other qualified prospective producers. This will result in 
a broader base of producers with information on the standard pro- 
duction techniques developed through the joint action of the com- 
mittees, 

These committees thus perform a valuable service for current mili- 
tary programs and also provided a broad base for the expansion of pro- 
duction which would become immediately urgent in time of war. 

Two other agreements, one dealing with tanker capacity and the 
other foreign petroleum supply are in the process of amendment as 
a result of the Attorney General’s review of all outstanding agree- 
ments as directed by the 1955 amendments. 

In each of these agreements the Attorney General found that from 
the antitrust viewpoint certain modific: ations were indicated, and after 
consultations with the interested agencies we were able to work out 
amendments which would meet his objections : and yet provide a mecha- 
nism which would serve to achieve the important national defense ob- 
jectives of the agreements. 

Each of these agreements contains the important defense provision 
for a stepped up program in time of war, a device which would permit 
the maximum effective use of facilities and supplies covered by the 
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agreements on a voluntary basis without the necessity for Government 
allocation. 

All of the existing agreements have current and wartime value 
and in the event of trouble the need for such agreements would un- 
doubtedly increase, probably in more areas than are presently author- 
ized by the law. 

The 1955 amendments added a new subsection to section 710 of 
the act authorizing a program which we believe to be of tremendous 
importance as a readiness measure—the executive reserve program. 

In accordance with the provisions of that subsection and of Execu- 
tive Order 10660, each agency having mobilization responsibilities 
is authorized to set up and train a reserve of persons from private life 
and from Government to fill executive positions in the Federal Gov- 
ernment in time of mobilization. 

Under this program the agencies will select persons qualified to fill 
key positions and will secure their agreement, backed up by their em- 
ployers, to be available for service in the event of mobilization. 

Central rosters will be maintained to provide information on the 
program and to avoid duplication of requests to participate and ex- 
cessive calls on any single concern. 

Reservists will be trained in the operation of the Government as 
well as in the various mobilization plans of importance to their war- 
time posts and will participate in test exercises similar to Operation 
Alert 1955. 

The immediate availability of such a reserve, capable and informed, 
to perform the many urgent administrative jobs would meet one of the 
most difficult problems of a rapid, full-scale mobilization. 

In this connection I should mention the authority to hire con- 
sultants and experts on a without-compensation or a when-actually- 
employed basis. 

After its careful review of this subject last year the committee is 
aware, I am sure, of the importance of these provisions to secure the 
advice and experience of men from the many segments of the economy 
with which the mobilization program must deal. 

In time of war, those men will be needed to assist in carrying out 
various parts of that program and many will have to be employ ed 
on a similar basis, 

While many people from private life, including some of the 
executive reservists, will be willing and able to serve on a salary basis, 
others will be unable to do so and we should, of course, be in a position 
to acquire the services of such people. 

The additional statutory restrictions placed on such employment 
by the Congress last year have had no adverse effects as far as ODM 
is concerned on our ability t to acquire or retain the necessary services. 

Senator Bus. Would you pause for a moment? I remember the 
debate on that issue. What were the additional statutory restrictions 
that were placed on it? Can you refresh my memory on that? 

Dr. Ftemmine. There were two principal ones. One that these per- 
sons are to serve only in a consultant capacity on policy matters; and 
the other is they are to file with the Federal Register a list of the com- 
panies in which they have interests. They do not have to identify the- 
number of shares they own, or anything of that kind, but just a list 
of the companies in which they have interests. 
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Senator Busu. That is very interesting. 

Dr. Ftemmine. No. That is right. 

Senator Busn. That is very interesting. 

Dr. Ftemmine. To continue: 

We have curtailed the number of WOC’s on our rolls but that 
action merely reflects our desire to carry out the necessary admin- 
istrative processing only with respect to those actively engaged in 
providing advice to the agency. When and if the occasion should 
again arise for the services of those previously retained on the rolls 
in a standby basis, the necessary processing can be done then. 

As.I have indicated, the authorities now existing in the act are 
urgently needed for current military and atomic-energy programs, 
for mobilization- planning activities Including an increasing number 
of preparedness programs and for immediate use in the event of full 
or partial mobilization. 

The scope of these programs and the assumptions upon which they 
are based clearly indicate that they must be pursued and continuously 
revised for some time to come—these are not short-range programs. 

We believe that the authorities in the act are adequate, for the 
present at least, and we are requesting no amendments at this time. 

We do believe, however, that because of the long-range nature of 
the programs the act should be extended for 2 years. 

The only other change we are requesting is the corollary extension 
for 2 years of the period of time over which expansion contracts 
under section 303 may extend. 

Mr. Chairman, that concludes the presentation of my testimony in 
support of the President’s request for the extension of the act. 

Senator Frear. Dr. Flemming, I have a rather long list of ques- 
tions that I think can be answered without too much detail and, if 
not, the answer can be supplied at a later date. I do not want to take 
the time of the other members of the subcommittee, but I would be 
happy if they would participate in this. First, I would like to ask 
Senator Capehart if he has any questions? 

Senator Caprnart. Not at the moment. No. I prefer to listen to 
you here. 

Senator Frear. Senator Bush ? 

Senator Busn. Dr. Flemming, I introduced this year, on January 

Senate bill 2857, which is a bill to provide for Federal procurement 
of materials and supplies in major disaster areas. This is a bill I 
introduced as a result of the flood disasters of 1955, both in the 
Northeast and the Northwest. I plan to present this as an amendment 
to S. 3407. 

(The amendment referred to follows :) 


[S. 3407, 84th Cong., 24 sess.] 


AMENDMENT Intended to be proposed by Mr. Busn (for himself, Mrs. Smiru 
of Maine, Mr. PurTELL, Mr. Martin of Pennsylvania, Mr. Payne, Mr. Bratt, 
Mr. Ives, Mr. Smirn of New Jersey, Mr. Durr, and Mr. Kucuet) to the bill (S. 
8407) to extend the Defense Production Act of 1950, as amended, and for other 
purposes, viz: On page 1, after line 10, insert the following new sections: 


Sec. 3. Section 2 of said Act is amended by adding the following new sentence 
at the end of section 2: “Our mobilization effort further requires that certain 
areas which have been or may be afflicted by a major disaster, as such term is 
defined in the Act of September 30, 1950 (64 Stat. 1109), be rehabilitated and 
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restored to normal condition as expeditiously as possible, in order to maintain a 
broad potential base for economic mobilization.” 

(b) Said Act is further amended by inserting the following as a new section 
and heading: 


“DISASTER AREAS 


“Sec. 714. Upon the occurrence of a major disaster as defined in the Act of 
September 30, 1950 (64 Stat. 1109), in any area which in the opinion of the Presi- 
dent is an important source of goods or services needed in the event of economic 
mobilization, he is hereby authorized and directed, notwithstanding any provi- 
sion of law to the contrary, to arrange for immediate awards, to the maximum 
practicable extent, of negotiated contracts for procurement of materials or serv- 
ices needed by the Federal Government to victims of such major disaster capable 
of fulfilling such contracts in a satisfactory manner.” 

Sec. 4. (a) Section 3 of the Act to authorize Federal assistance to States and 
local governments in major disasters, and for other purposes, approved Septem- 
ber 30, 1950 (64 Stat. 1109), is amended by striking out the word “and” before 
“(d)” the first time this symbol appears in the first sentence of said section, and 
by inserting a comma after “(d)” the second time said symbol appears in said 
sentence and adding the following after such comma: “and (e) by pro- 
curing from private enterprise engaged in business in the area affected by such 
major disaster, by negotiated contract or otherwise, materials or services of use 
to the Federal Government, in the opinion of the President.” 


(b) Section 8 of said Act is amended by striking out “$5,000,000” and inserting 
in lieu thereof “$15,000,000”. 


Dr. FLEMMING, Yes. 

Senator Busu. We have asked for a report from you on that. 
Have you had a chance to give that any thought yet? 

Dr. FLemmine. Pardon me just a minute. 

It has not come to my personal attention. My counsel tells me our 
proposed report is that the Bureau of the Budget in accordance with 
the regular procedure. 

Senator BusH. Do you happen to recall the nature of your report, 
or would you rather not comment on that at this time? I will not 
press you for an answer. 

Mr. Kenpauu. I do not suppose we should comment until the Bu- 
reau gives us clearance on it, sir. 

Dr. FLtemmine. I might say, however, Senator Bush, that it seems 
to me to be clear that the objective that you have in mind in that 
bill is consistent with the actions that we took following the flood 
disaster both in New England and also on the west coast. As you 
know, I did issue orders which were designed to give preferential con- 
sideration to plants in those areas. 

Senator Busu. Yes. 

Dr. FLemminc. And I would like to say this: I feel that the three 
services responded to that order in a very fine way. 

Senator Busn. Yes; I certainly confirm that. I congratulate you 
and also the services on the way you did approach that matter. I 
thought you would like to be fortified with this one so you could see 
the Congress is in agreement with the postition you have taken. 

Dr. FLemminc. I am not familiar with the content of the document 
that, is over at the Bureau of the Budget so I am not subject to the 
same inhibition that my General Counsel is, and I will simply say 
[ am in complete sympathy with the objectives of your bill. LI may be 
in trouble, but, if I am, I will argue it out within the executive 
branch. Because it is certainly consistent with the action that the. 
executive branch took. 
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Senator Busn. I think it is, entirely. In fact, it almost suggested 
this. 

Dr. Fiemme. That is right. 

Senator Frear. Is that all, sir? 

Senator Busu. Yes. I do want to congratulate Dr. Flemming on 
the very excellent statement reviewing the whole operation of the 
Defense Production Act. I think it is an excellent statement and 
gives a very clear picture of the situation. 

Dr. Fuemninc. Thank you, Senator. 

Senator Frear. Dr. Flemming, if there are no objections, I will 
proceed with the questions. 

Dr. Fiemmine. Fine. 

Senator Frear. I understand that you have a number of orders 
out providing set-asides for orders identified with the Defense and 
Atomic Energy Commission programs. What materials are being 
allocated in this fashion ? 

Dr. Fiemminc. As I indicated in my direct testimony, steel, copper, 
and aluminum. 

Senator Frear. And might I say nickel ? 

Dr. Fremmine. Well, in connection with the steel. T mean you 
have subsidiary materials that come in under the system also. And 
we do, for example, get an indication of what the requirements for 
nickel are going to be, and in connection with the steel set-asides the 
nickel producers also receive symbols, Defense and AEC symbols. 

Senator Frrar. I have some questions about nickel later, Doctor. 

Dr. Fiemuine. O. K. 

Senator Frear. May I also say when any of these questions are 
asked, if you prefer to give a later answer for the record, certainly it 
is quite all right. 

Dr. Fremmine. Thank you. 

Senator Frear. Could you give me a complete list of all of the 
orders of this sort—that is, as pertaining to the Defense and Atomic 
Energy Commission programs ? 

Dr. Ftemmine. I would be very happy to. 

(The material referred to follows :) 


PRIORITIES AND ALLOCATIONS REGULATIONS AND ORDERS 


Following is a list of priorities and allocations regulations and orders presently 
in operation under the defense materials system and related priorities system. 
These regulations and orders are administered by the Business and Defense 
Services Administration of the Department of Commerce. 

1. BDSA Regulation 2 (basic rules of the priorities system): Contains the 
rules on preferential treatment to be given to defense orders. 

2. BDSA Regulation 3 (operations of the priorities and allocations systems 
between Canada and the United States) : Contains provisions for giving prefer- 
ential treatment to United States defense orders placed with suppliers in Canada 
and to Canadian defense orders placed with suppliers in the United States. 

3. DMS (Defense Materials System) Regulation 1 (basic rules of the defense 
materials system) : Contains the rules covering the use of materials allotments 
and preference ratings for defense production. 

4. DMS Regulation 2 (construction under the defense materials system) : 


Contains the rules covering the use of materials allotments and preference 


ratings for defense construction. 
a 


5. BDSA Order M-IA: Contains rules for the production and distribution of 
steel mill products under the defense materials system. 


6. BDSA Order M-5A: Contains rules for the production and distribution of 
aluminum under the defense materials system. 
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7. BDSA Order M-11A: Contains rules for production and distribution of 
copper under the defense materials system. 

8 BDSA order M-17 (components and parts): Provides for equitable distri- 
bution of defense rated orders among manufacturers of specified components or 
. BDSA order M—41 (metalworking machines, delivery) : Regulates the deliv- 
ery of specified metalworking machines on defense rated orders. 

10. BDSA order M-48A (construction machinery, distribution) : Provides for 
the equitable distribution of defense rated orders among manufacturers of 
specified types of construction machinery. 

11. BDSA order M—107 (titanium mill products): Provides for the distribu 
tion of titanium mill products to meet defense requirements. 

Dr. Ftemminc. Mr. Chairman, I think possibly it might be help- 
ful, since I have got just a very brief statement on the way the DMS 
system operates, if I gave it right at this time, because other ques- 
tions may relate to it, and we can refer back to it. It will only take 
me about 3 minutes. 

Senator Frear. All right. 

Dr. Ftemmine. Under the defense materials system, the Depart 
ment of Defense and the Atomic Energy Commission provide a state- 
ment of the quantities of steel, copper, and aluminum needed each 
quarter to meet their production and construction programs for de- 
fense. Consequently, steel, copper, and aluminum are known as con- 
trolled materials. 

Each producing unit in the three controlled-materials industries is 
told its share of this defense requirement by the Business and Defense 
Service Administration of the Department of Commerce. ‘The mills 
then reserve a portion of their total production for defense orders in 
accordance with the directives they receive from the Department of 
Commerce. 

Defense contractors and subcontractors are authorized to use their 
defense-program symbols to identify their orders for acceptance 
within the military space reservations at the mills. Similar authority 
in the form of preference rating is granted defense contractors for 
purchase of products and materials other than controlled materials 
needed to complete their defense production or construction schedule. 

Authority to use defense-program symbols is obtained as follows: 

Manufacturers of class A products for defense programs receive 
authorized production schedules, allotment authority to purchase con- 
trolled materials, and preference rating authority for other materials. 
This is done on the basis of information furnished by them on Depart- 
ment of Commerce forms. 

Then the manufacturers of class B products or supporting products 
who receive rated orders from customers engaged in military and 
AEC programs are authorized to self-assign a symbol to identify 
their purchases of controlled materials and other production mate- 
rials needed to fill these rated orders. ‘This means that the manufae- 
turers of class B products are not required to file application for 
controlled materials, 

Authorizations and related allotments for defense construction are 
made in similar fashion, and manufacturers of classes A and B 
products who are unable to obtain supplies for maintenance, repair, 
and operating purposes needed to fill rated orders are permitted 
under this DMS system to self-authorize orders to obtain them. 

Senator Frear. What percentage of each kind of material is set 
aside for the military ? 
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Dr. Fiemmine. Rated orders of the Department of Defense and the 
Atomic Energy Commission, covering all programs of those agencies 
and programs directly related and including B products entering into 
them, are estimated for the second quarter of 1956 to involve approxi- 
mately 3 percent of the total supply of steel, 7 percent of the supply of 
copper, and 9 percent of the supply of aluminum. 

Senator Frear. Right at this point, without objection, I would 
like to make a part of the record a letter from Dr. Flemming to the 
chairman of the full committee dated April 19. That is in reply 
to a letter of February 22 to you. It is along this line. 

Dr. Ftemuine. All right. 

(The letter referred to follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., April 19, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR FULBRIGHT: This letter is in further reply to your letter of 
February 22, 1956, relative to shortages of steel supplies. 

While the Office of Defense Mobilization maintains policy control over the 
defense materials system, the operational aspects of the system including the 
setting aside of steel, copper, and aluminum to cover the Department of Defense 
and the Atomic Energy Commission requirements at the mills, and the collec- 
tion of supply and shipment data, have been delegated to the Department of 
Commerce. Inasmuch as you also sent your request to Commerce, we are not 
attempting to duplicate in this letter the information they would normally send 
you. 

With respect to Department of Defense and Atomic Energy Commission 
requirements, the shape and form detail by individual program, i. e., ships, 
tanks, aircraft, is classified. The total Defense and AEC allotments under the 
Defense Materials system are shown below and are not classified. 











Nickel bear- 

Carbon steel | Alloy steel | ing stainless 

(tons) (tons) steel (thou- 

sand pounds) 
Ist quarter 1955 a . i en tiara | 466, OSS 122, 457 25, 556 
2d quarter 1955 on ; neat 545, 255 | 124, 100 23, 296 
3d quarter 1955__. ; anit 572, 289 | 112, 921 23, 497 
4th quarter 1955_...______- oe aa Seal 541, 614 100, 402 25, 150 
ist quarter 1956__.. é {CERT hae oe 527, 259 | 102, 023 25, 953 
2d quarter 1956. _. = nile ay pian -| 500, 197 | 92, 916 28, 439 
3d quarter 1956__.._. Aen awotee g 489, 864 | 87, 052 30, 506 





The Iron and Steel Division of BDSA, Commerce, informs us that Defense and 
AEC requirements represent about 3 percent of total supply with, of course, 
some variations depending upon the kinds and shapes of steel. Actual ship- 
ments against rated orders are reported to run lower, about 2 percent of supply. 

On an overall basis, we expect to see a slight decline in Defense and ABC 
requirements for the remainder of 1956. 

This office has no direct knowledge of the manner in which steel producers 
distribute their output to industry. Under the defense materials system récords 
are kept only for Department of Defense and AEC rated orders. It is suggested 
that the Department of Commerce can best supply a judgment on this question 
since they do have daily contacts with the industry. 

It is felt that current steel shortages are caused to a considerable extent by 
a shortage of steel ingots. However, the American Iron & Steel Institute re- 
ports that the industry is expanding ingot capacity at the rate of 4 million tons 
annually for the next 3 years without Government incentive. Although this 
expansion program will itself require large quantities of structural steel, the 
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increased capacity should operate gradually to relieve the current shortage of 
steel shapes. ; ; t o38 
I cannot suggest any Government actions, legislative or otherwise, which 
would serve to alleviate the current steel shortages. 
if I can provide you with further information on this matter please eall upon 


i Sincerely yours, 
Artur S. FiemMMine, Director. 

Senator Frear. Are these orders necessary in order to get material 
for the military, or, to put it another way, are these orders more of 
assistance to the military in getting the materials or are they more of 
a means of spreading defense orders around so that no supplier is 
overburdened with military orders? 

Dr. Fiemmine. Both objectives are achieved by the use of the 
system. 

Senator Frrar. Transportation orders T-1 and T-2 prevent Ameri- 

can ships and planes from carrying cargo destined for Communist 

China and North Korea and prevent ; American ships and planes from 
going to those areas. These orders were issued under title I of the 
Defense Production Act, were they not? 

Dr. Fremminc. I would have to check that, Mr. Chairman. I 
assume that they are probably orders that were issued some years ago. 
I would want to check them before commenting on them. 

Senator Carenarr. How long ago were these T-1 and T-2 orders 
issued ¢ 

Dr. FLemmine. I would have to supply that for the record. 

Senator CaprHart. Was it not in 1950? 

Dr. Fiemmine. I would think it would be around 1950 or 1951. In 
other words, in connection with the Korean hostilities I assume. 

Senator Frear. Yes, I think that is right. 

(The orders referred to follow :) 


T-1 
DECEMBER 8, 1950 
U. S. DEPARTMENT OF COMMERCE 


OFFICE OF THE UNDER SECRETARY 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CHAPTER X—UNDER SECRETARY FOR TRANSPORTATION, DEPARTMENT OF COMMERCE 
{Transportation Order T—1] 


PART 1101-——-SHIPPING RESTRICTIONS 


This order is found necessary and appropriate to promote the national defense 
and is issued pursuant to the authority granted by section 101 of the Defense 
Production Act of 1950. Consultation with industry in advance of the issuance 
of this order has been rendered impracticable by the need for immediate issuance. 
Sec. 


1101.1 Prohibited transportation and discharge. 
1101.2 Applications for adjustment or exceptions. 
1101.3 Reports. 

1101.4 Records. 

1101.5 Defense against claims for damages. 
1101.6 Violations. 


AUTHORITY: §§ 1101.1 to 1106.6, issued under sec. 704, Pub. Law 774, 8ist Cong. In- 
terpret or appl secs. 101, 705, Pub. Law 774, 8ist Cong., sec. 101, BE. O. 10161, Sept. 9, . 
1950, 15 F. R. 8105. 

$1101.1 Prohibited transportation and discharge. No person shall trans- 
port in any ship documented under the laws of the United States or in any air- 
craft registered under the laws of the United States any commodity at the time 
on the Positive List (as amended from time to time) of the Comprehensive Ex- 
port Schedule of the Office of International Trade, Department of Commerce 
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(15 CFR Parts 370-399), any article on the list of arms, ammunition, and imple- 
ments of war coming within the meaning of Proclamation No, 2776 of April 15, 
1948, issued pursuant to section 12 of the Joint Resolution approved November 4, 
1939 (54 Stat. 10; 22 U. S. C. 462), or any commodity, including fissionable mate- 
rials, controlled for export under the Atomic Energy Act of 1946 (10 CFR Parts 
10 and 50), to any destination at the time in Sub-Group A of the Comprehensive 
Export Schedule (15 CFR 371.8 (a)), to Hong Kong, or to Macao, and no person 
shall discharge from any such ship or aby such aircraft any such commodity 
or article at any such port or at any other port in transit to any such desti- 
nation, unless a validated export license under the Export Control Act of 1949 or 
under section 12 of said Joint Resolution approved November 4, 1939, has been 
obtained for the shipment, or unless authorization for the shipment has been 
obtained from the Under Secretary for Transportation. This prohibition ap- 
plies to the owner of the ship or aircraft, the master of the ship or aircraft, and 
any other officer, employee or agent of the owner of the ship or aircraft who 
participates in the transportation. The consular officers of the United States are 
furnished with current information as to commodities on the Positive List and 
will advise whether commodities are currently on that List. 

§ 1101.2 Applications for adjustment or exceptions. Any person affected by 
any provision of this part may file an application for an adjustment or exception 
upon the ground that such provision works an exceptional hardship upon him, 
not suffered by others, or that its enforcement against him would not be in the 
interest of the national defense program. Such an application may be made by 
letter or telegram addressed to the Under Secretary for Transportation, Wash- 
ington 25, D. C., reference T-1. If authorization is requested, any such appli- 
cation should specify in detail the material to be shipped, the name and address 
of the shipper and of the recipient of the shipment, the ports from which and 
to which the shipment is being made and the use to which the material shipped 
willbe put. The application should also specify in detail the facts which support 
the applicant’s claim for an exception. 

$1101.58 Reports. Persons subject to this part shall submit such reports to 
the Under Secretary for Transportation as he shall require, subject to the terms 
of the Federal Reports Act. 

§1101.4 Records. Each person participating in any transaction covered by 
this part shall retain in his possession, for at least two years, records of ship- 
ments in sufficient detail to permit an audit that determines for each transaction 
that the provisions of this part have been met. This does not specify any par- 
ticular accounting method and does not require alteration of the system of 
records customarily maintained, provided such records supply an adequate basis 
for audit. Records may be retained in the form of microfilm or other photo- 
graphic copies instead of the originals. 

$1101.5 Defense against claims for damages. No person shall be held liable 
for damages or penalties for any default under any contract or order which shall 
result directly or indirectly from compliance with this part or any provision 
thereof, notwithstanding that this part or such provision shall thereafter be 
declared by judicial or other competent authority to be invalid. 

§ 1101.6 Violations. Any person who wilfully violates any provisions of this 
part or wilfully conceals a material fact or furnishes false information in the 
course of operation under this part is guilty of a crime and upon conviction 
may be punished by fine or imprisonment or both. In addition, administrative 
action may be taken against any such person, denying him the privileges gen- 
erally accorded under this part. 

This part shall take effect on December 8, 1950. 


Puitre B. FLEMMING, 
Under Secretary of Transportation. 


[F. R. Doc. 50-11490 ; Filed, Dee, 8, 1950 ; 12: 20 p. m.] 


Comm— 


tar bap atin aad” 


id 


cok Sab! 


‘till: iiapaall > sei Naa: aaa. -shlebie= 


or = = & 


ohare. sates 


se oH 


sated 


aha ate - 


(ili 


~ PAPE Pe 


eli 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 33 
TITLE 32A—NATIONAL DEFENSE 
APPENDIX 
CHAPTER 9—UNpbDER SECRETARY FOR TRANSPORTATION, DEPARTMENT OF COMMERCE 
(Interpretation 1 te Transportation Order T-1) 


Part 1301—Shipping Restrictions. 


AuTnHority : Sections 1301.100 to 1801.105, issued under See. 704, Pub. Law 774, 
Sist Cong. Interpret or apply Secs. 101, 705, Pub. Law 774, Sist Cong., Sec. 101, B. QO. 
10161, September 9, 1950, 15 F. R. 6105. 


301.100 Shipments from the United States 
301.101 Restricted commodities. 
101.102 Addition of commodities to the Positive List 
1301.103 Calls at restricted ports en route to an unrestricted port. 
1201.104 Forwarding commodities previously shipped. 


» 


see 
1 
1 


1301.105 Relation to Transportation Order T 


Sec. 1301.100 Shipments from the United States. Transportation Order T-1 
applies to shipments from the United States, as well as to shipments from foreign 
ports, on American flag ships and aircraft. 

Sec. 1301.101 Restricted commodities. The restrictions of Order T—1 apply to 
the transportation or discharge of (i) commodities on the Positive List (as 
amended from time to time) of the Comprehensive Export Schedule of the Office 
of International Trade, Department of Commerce, (ii) articles on the list of arms, 
ammunition and implements of war coming within the meaning of Proclamation 
No. 2776 of April 15, 1948, and (iii) commodities, including fissionable materials, 
controlled for export under the Atomic Energy Act of 1946. The restrictions im- 
posed by Order T—1 do not apply to other commodities, not within these restricted 
classes at the time of transportation or discharge, even though authorization for 
the export of the commodity from the United States to the particular destination 
is required under regulations of the Office of International Trade or under other 
Federal law or regulation. In this respect, Order T-—1 is different from Order 
(—2 which applies to all commodities destined to Communist China. Order T-1 
does not relax or modify any of the requirements of any other regulation of law. 

Sec. 1501.102 Addition of commodities to the Positive List. Order T-1 applies 
to the transportation or discharge of commodities which are restricted at the 
time of transportation or discharge. Accordingly, if a commodity is added to 
the Positive List while the commodity is being transported on an American flag 
ship or aireraft, the restrictions of Order T—1 immediately apply and the com- 
modity may not be transported to or discharged at any of the restricted ports 
or discharged in transit to one of the restricted ports, unless authorization under 
Order T-1 is obained. 

Sec. 1301.108 Calls at restricted ports with restricted cargo. Order T-1 does 
not prohibit an American flag ship or aircraft from going to or calling at one of 
the restricted ports, even though it has on board a commodity which could not 
he discharged at that port. (Note, however, that Order T—2 prohibits American 
flag ships and aireraft from calling at any port or other place in Communist 
China). For example, an American flag ship may call at one of the restricted 
ports (except one in Communist China), even though it has on board the fol- 
lowing Classes of commodities—(i) A Positive List commodity manifested to a 
destination outside the restricted area, with an export license and an export 
declaration showing the unrestricted destination at the ultimate destination, 

(ii) A Positive List commodity destined for the restricted port of call which 
cannot be discharged there because there is no export license or authorization 
from the Under Secretary for Transportation permitting discharge at the re- 
stricted port of call, (iii) A commodity of any kind destined for Communist 
China (the transportation and discharge of which is covered by (Order T-2)). 
None of these commodities may be discharged at the restricted port of call. Dis- 
charge of any of these commodities at the port covered by the restrictions of 
Order T-1 is prohibited and subject to penalty, regardless of the circumstances 
under which the discharge of the cargo at the restricted port occurs, unless ap- 
propriate authorization is obtained. 

Sec. 1301.104 Forwarding commodities previously shipped. Order T-1 applies 
to transportation on or discharge from ships documented under the laws of the 
United States and aircraft registered under the laws of the United States. 
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These restrictions apply either in the case of a discharge at one of the re- 
stricted ports or to discharge at any other port in transit to a restricted destina- 
tion. The restrictions of Order T-1 do not apply to transportation by foreign 
carriers, as long as there is no prohibited transportation or discharge by or 
from a United States flag ship or aircraft after the issuance of Order T-1. 
Accordingly, if an American flag ship or aircraft, before the issuance of Order 
T-1, had transported restricted commodities manifested to restricted destina- 
tions, and had completed the transportation to a foreign intermediate point and 
had completed the discharge from the American flag ship or aircraft before the 
issuance of Order T-1, no violation of that Order would have occurred, but 
Order T-1 would prohibit further shipment on an American flag ship or aircraft 
unless authorization under Order T-1 is obtained. 

Sec. 1201.105 Relation to Transportation Order T-2. Transportation Or- 
der T-1 applies to the transportation of commodities to, or in transit to, desti- 
nations in Sub-Group A, Hong Kong or Macao. It applies, however, only to com- 
modities on the Positive List of the Office of International Trade, arms, and am- 
munition, and commodities controlled under the Atomic Energy Act (see Sec- 
tion 1301.101 above). Transportation Order T-2 applies to the transportation 
of commodities of any kind which are destined to Communist China (Order T-2 
also prohibits American ships and aircraft from calling at any port or place 
in Communist China). Since Communist China is in Sub-Group A, the restric- 
tions of both orders apply to the transportation of commodities to Communist 
China or to any other point in transit to Communist China. 


/s/ Putip B. FLEMING; 
Under Secretary of Commerce for Transportation. 
Dec. 19, 1950. 





Transportation Order T-2 
DEcEMRER 16, 1950 


U. S. DEPARTMENT OF COMMERCE 
UNDER SECRETARY FOR TRANSPORTATION 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CHAPTER [TX—UNDER SECRETARY FOR TRANSPORTATION, DEPARTMENT OF COMMERCE 
[Transportation Order T-2] 
PART 1302.—SHIPPING RESTRICTIONS ; COMMUNIST CHINA 


This order is found necessary and appropriate to promote the national defense 
and is issued pursuant to the authority granted by section 101 of the Defense 
Production Act of 1950. Consultation with industry in advance of the issuance 
of this order has been rendered impracticable by the need for immediate issuance. 


Sec. 


302.1 Prohibition of movement of American carriers to Communist China. 
302.2 Prohibition on transportation of goods destined for Communist China. 
302.3 Persons affected. 

302.4 Reports. 

802.5 Reeords. 

302.6 Defense against claims for damages. 

7 Violations. 


302.7 


Pah pt tak nk eh fe fet 


AUTHORITY: §§ 1302.1 to 1302.7 issued under sec. 704, Pub. Law 774, Sist Cong. 


Interpret or apply secs, 101, 705, Pub. Law 774, 81st Cong., sec. 101, E. O. 10161, Sept. 9, 
1950, 15 F. R. 6105. 


§ 1502.1 Prohibition of movement of American carriers to Communist China. 
No person shall sail, fly, navigate, or otherwise take any ship documented un- 
der the laws of the United States or any aircraft registered under the laws of the 


United States to any Chinese Communist port or to any other place under the 
control of the Chinese Communists. 


§ 1302.2 Prohibition on transportation of goods destined for Communist China. 
No person shall transport in any ship documented under the laws of the United 
States or in any aircraft registered under the laws of the United States, to Com- 
munist Chinese ports or to any other place under the control of the Chinese Com- 
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munists, any material, commodity, or cargo of any kind. No person shall take 
on board any ship documented under the laws of the United States or any air- 
craft registered under the laws of the United States any material, commodity, or 
eargo of any kind if he knows or has reason to believe that the material, com- 
modity, or cargo is destined, directly or indirectly, for Communist China. No 
person shall discharge from any ship documented under the laws of the United 
States or from any aircraft registered under the laws of the United States, at 
eny place other than the port where the cargo was loaded, or within territory 
under the jurisdiction of the United States, or in Japan, any material, commodity, 
or cargo of any kind which he knows or has reason to believe is destined for 
Communist China. 


§ 1302.3 Persons affected. The prohibitions of this part apply to the owner 
of the ship or aircraft, to the master of the ship or aircraft, and to any other 
officer, employee, or agent of the owner of the ship or to any other person who 
participates in the prohibited activities. 


§ 1302.4 Reports. The owner of any ship documented under the laws of the 
United States or any aircraft registered under the laws of the United States 
which is making a voyage to Communist Chins at the time this part is issued 
shall report this fact promptly to the Under Secretary for Transportation, De- 
partment of Commerce, Washington 25, D. C., and advise what steps he has 
taken to comply with the requirements of § 1302.1. The owner of any ship docu- 
mented under the laws of the United States or any aircraft registered under 
the laws of the United States which, at the time this part is issued, is carrying 
any material, commodity, or cargo which the owner, the master of the ship or air- 
eraft, or any other officer, employee or agent of the owner, knew or had reason 
to believe was destined for Communist China shall report this fact promptly to 
the Under Secretary for Transportation, Department of Commerce, Washington 
25, D. C., and advise what disposition has been or will be made of such cargo. 
Persons subject to this part shall submit such reports to the Under Secretary for 
Transportation, Department of Commerce, as he shall require, subject to the 
terms of the Federal Reports Act. 


§ 1302.5 Records. Each person participating in any transaction covered by 
this part shall retain in his possession, for at least two years, records of voyages 
and shipments in sufficient detail to permit an audit that will determine for each 
transaction that the provisions of this part have been met. This provision does 
not require any particular accounting method and does not require alteration 
of the system customarily maintained, provided such records supply an adequate 
basis for audit. Recerds may be retained in the form of microfilm or other photo- 
graphic copies instead of the originals. 


§ 1302.6 Defense against claims for damages. No person shall be held liable 
for damages or penalties for any default under any contract or order which shall 
result directly or indirectly from compliance with this part or any provision, 
thereof, notwithstanding that this part or such provision shall thereafter be de- 
clared by judicial or other competent authority to be invalid. 


§ 1302.7 Violations. Any person who wilfully violates any provisions of this 
part or wilfully conceals a material fact or furnishes false information in the 
course of operation under this part is guilty of a crime and upon conviction 
may be punished by fine or imprisonment or both. In addition, administrative 
action may be taken against any such person, denying him the privileges gen- 
erally accorded under this part. 

Amendments. This part may be amended by the Under Secretary for Trans- 
portation, Department of Commerce, pursuant to delegation previously made to 
him (15 F. R. 8739). 


This part shall take effect immediately, subject to section 7 of the Federal 
Register Act (49 Stat. 502, 44 U. S. C. sec. 307). 

Nore: The reporting requirements of this part have been approved by the 
Bureau of the Budget under the Federal Reports Act. 

[SEAL] CHARLES SAWYER, 


Secretary of Commerce. 
DeEcEMBER 16, 1950. 


[F. R. Doc, 500-12029 ; Filed, Dec. 18, 1950; 11:01 a. m.] 
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Senator Carenarr. What is title 1? Do you mind, Mr. Chairman ‘ 

Senator Frear. No. 

Senator Carrnarr. What is title I of the Defense Production Act? 
It says that these orders are issued under title I of the Defense Produc- 
tion Act. What istitle 1? 

Dr. Fieminae. It is the priorities and allocation title. 

Senator Carenarr. What has that got to do with transportation or- 
ders about American ships and planes carrying cargo destined to Com- 
munist China and North Korea ¢ 

Dr. Ftemuine. Mr. Chairman and Senator Capehart, I would have 
to look into that, because I am not familiar with the two orders myself. 

Senator Carenarr. But T—1 and T-2 were issued in 1950? 

Dr. FLemuine. I do not know the exact date, but I assume it was 
during that period, 1950, 1951, during the Korean hostilities period. 

Senator Carenarr. Show me the authority under title I for it. 

Dr. Fremmine. Well, Mr. Chairman, I will have to look at the 
orders and then determine the authority under which they were issued. 

Senator Carenartr. Are those two orders still in effect ? 

Dr. Firemmine. That I will have to check. What I will do, Mr. 
Chairman, is provide the chairman of the subcommittee with a memo- 
randum outlining the history of the orders, what was done under them, 
the authority under which they were issued, and a statement as to 
their present applicability. 

Senator Frear. [ think the administration of them as far as my 
limited knowledge is concerned is in the Commerce Department. 
However, if they are still in force, do you plan to keep them in force 
if the Defense Production Act is extended? Of course, the answer 
to that can be given 

Dr. Fuemnmine. Mr. Chairman, I might say they sound more to me 
like orders issued under export control—I mean more relevant to the 
Export Control Act, which is administered by the Department of 
Commerce, of course—but, nevertheless, I will check and we will give 
you a complete memorandum on it. 

(The memorandum referred to follows :) 





OrveRS T-1 anp T-2 


T-1 and T-2 are orders issued in December of 1950 under authority of sec- 
tion 101 of title I of the Defense Production Act, as amended, which provides 
priorities and allocation authority. These orders are still in effect. 

The general purpose of these orders is to prohibit transportation in ships doc- 
umented, or aircraft registered, under United States laws to Soviet bloc countries, 
Hong Kong, Macao, or Communist China. 

In 1953, when the House of Representatives amended the Defense Produc- 
tion Act by accepting the proposed wording of section 101 (b), as it now reads, 
the Committee on Banking and Currency stated with respect to these two orders: 

“Under the authority in title I of the act the Secretary of Commerce in 1950 
issued orders prohibiting the transportation in ships or aircraft of commedi- 
ties to Soviet bloc countries, Hong Kong, Macao, or to Communist China. These 
orders are identified as T-1 and T-2. Your committee does not intend by the 
language of subsection 101 (b) to indicate disapproval or limitation in any 
manner of the authority such as that exercised by the Department of Commerce 
in allocating facilities under the act so as to prohibit carriage by ships docu- 
mented under United States laws or aircraft registered under United States 
laws to Soviet bloc countries, Hong Kong, or Macao, or movement by such ships 
or aircraft to Communist China. On the contrary, the committee considers such 
actiton beneficial and its continuance necessary.” (P. 5, Defense Production 
Act Amendments of 1953, Report from the Committee on Banking and Currency, 
House Rept. 516, 83d Cong., 1st sess. ) 
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The Committee on Banking and Currency of the United States Senate com- 
mented on the use of authority granted by title I of the Defense Production Act 
in the promulgation of these orders and thus recognized the appropriateness of 
such use: 

“Under the present fiexible priority and allocation authority the executive 
branch has been able to prohibit recreational and amusement construction * * * 
and to prohibit American-flag vessels from discharging at any port in the world 
any cargo destined to Communist China or even from calling at any port in 
Communist China.” (P. 12, A bill to amend and extend the Defense Produc- 
tion Act of 1950, and the Housing and Rent Act of 1947, as amended. Report 
from the Committee on Banking and Currency, U. 8S. Senate, Rept. No. 470, 82d 
Cong., Ist sess.) 

Your attention is further invited to testimony of the Secretary of Commerce 
on December 20, 1950, before the Joint Committee on Defense Production when 
the orders were made available to that committee and the authority therefor was 
discussed. 

Senator Frear. Section 101 (b) of the Defense Production Act pro- 
vides that you should not use the authority and allocation and pow- 
ers to control the general distribution of any material in the civilian 
market unless the President finds: 

(1) That such material is a scarce and critical material essential to the na- 
tional defense, and (2) that the requirements of the national defense for such 
material cannot otherwise be met without creating a significant dislocation of 
the normal distribution of such material in the civilian market to such a degree 
as to create appreciable hardship. 

Have you found that there are shortages of any material to such 
an extent as to make a significant dislocation of the normal distribu- 
tion of the material creating appreciable hardship ? 

Dr. Fremminc. Mr. Chairman, of course the answer to that is 
“No,” because we do not have in effect at the present time any order 
to control the distribution of any material in the civilian market. 

Senator Frear. We have had reports of substantial shortages of 
newsprint, steel plate, nickel, and other materials. In many cases, 
these shortages have resulted in substantial price increases and, judg- 
ing by the reports we have received, serious difficulties in obtaining 
the materials. In any of the cases mentioned, have you found that 
the military take was sufficient to cause these results / 

Dr. Ftemuinc. The answer is the same, Mr. Chairman. No, be- 
cause of the fact that we are not controlling distribution of any ma- 
terials in the civilian market. 

Senator Frear. These reports, as you perhaps know, come from the 
Small Business Administration, and I think most of the complaints 
come from small business. 

Dr. FLemuinc. Mr. Chairman, I think possibly I should say this in 
order to clarify my answer: As we interpret, of course, section 101 
(b), to which you have referred, it lays down the policy under which 
the President could move in and exercise control of materials over the 
civilian market. In other words, when these conditions prevail, he 
may then exercise those controls if he so desires. I am sure that 
someone could make a pretty good case for saying that the nickel 
situation comes within the purview of the language of 101 (b), which 
conceivably could put the executive branch in a position where it 
could legally decide to control the general distribution of nickel in 
the civilian market. It could do it legally. 

As a matter of policy, we do not feel that that is the thing to do, 
because we do not feel that that would provide any real solution to 















































38 DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 





the difficult problem that confronts us in the field of nickel at the 
present time. 

We feel this, Mr. Chairman, for example: That if we should con- 
trol nickel, the only way in which you could control it effectively 
would be to put in an end-use control. In other words, you would 
begin to decide the things for which nickel could be used and the 
things for which it could not be used. That would be the best way 
of putting it—negatively. 

That, of course, could have quite an impact on the economy as a 
whole. We do not know what all of the reverberations of a decision 
of that kind might be. Also it could lead to allegations that we were 
putting nickel at a competitive disadvantage as over against aluminum, 
for example. And the only way you could take care of those allega- 
tions, provided they were supported, would be to begin to think in 
terms of controlling aluminum. 

My point is this: We have the conviction that if you start down 
the road of control of materials in the civilian economy, you just 
cannot travel 1 mile down that road without being forced to travel 
10 to 15 miles down the road. And we think that that would be 
rather disastrous as far as the civilian economy is concerned. 

We believe that the solution to the nickel problem must be a posi- 
tive solution, that somehow or other we must get additional sources 
of supply. 

When we took the controls off nickel in November 1953, as you will 
recall, at that time the demand for nickel was in excess of supply. 
We all knew that. We all faced that particular fact. But we felt 
balancing everything, that we would be better off as a Nation with 
the controls off. We still feel that way, but we also feel that the 
Government has an obligation to take the initiative and do everything 
it possibly can to add to the sources of supply. If we can do that, 
then we are beginning to solve the problem in a sound way. 

If we just reach out for something that to some people at the present 
time looks attractive, I do not think that any of us would be at all 
happy about the outcome of such a process. 

Senator Frear. In connection with nickel, I would like to submit 
for the record a letter and remarks. The letter is from the Secre- 
tary of Commerce, the Honorable Sinclair Weeks. You may be 
familiar with that. 

Dr. Fiemminc. The letter addressed to Congressman McCormack? 

Senator Frear. Yes. 

(The letter and remarks referred to follow :) 
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NICKEL ProsteM: “ALMostT COMPLETELY INSOLVABLE,” WEEKS 


Extension of remarks of Hon. John W. McCormack, of Massachusetts, in the 
House of Representatives, Tuesday, April 17, 1956 


Mr. McCormack. Mr. Speaker, on several occasions lately I have called the 
attention of this body to the black-market situation which has developed with 
respect to nickel for manufacturing purposes in the United States. 

I am placing in the Record an amazing letter which the Secretary of Commerce 
has written to Mr. Willard F. Rockwell, chairman of the board of the Rockwell 
Spring & Axle Co. Mr. Rockwell's company is one of the large users of nickel for 
plating purposes and he informs he that his company, last year, spent $750,000 for 
nickel in the gray market and this year spent $780,000 in the first quarter since 
sufficient 6414-cent nickel is available only to his company through black and gray 
market sources at some 300 percent of market price. 
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In response to Mr. Rockwell’s complaint, the Secretary of Commerce on April 
7 wrote to him and stated: 

“This in a general way seems to me to be the story and, as aforesaid, if you 
find yourself in Washington, we'll be glad to go through it with you to the nth 
degree and give you all of our thinking about a problem which is very difficult 
and, as I presently see it, almost completely insolvable.” 

This is an amazing statement in view of the fact that studies by the Secretary’s 
own Department indicate that there have been diversions of defense-rated nickel 
and that his Department is studying as to what enforcement measures are neces- 
sary. Amazing also is the fact that the Department of Commerce has responsi- 
blity to check the books of the producers and allocators of nickel to see that 
there is equitable distribution of this important commodity. It is also amazing 
that many business concerns are paying unconscionable high prices for black- 
market nickel which seems to be abundant at such prices. It is also amazing 
to me that the Department of Commerce which has the responsibility to aid and 
foster industry is standing back contending that the nickel situation is insolvable 
at a time when businesses large and small are closing down, laying off employees 
or otherwise curtailing their activities because of inability to obtain nickel. 

To my knowledge the Secretary of Commerce has not denied that he is one 
of the individuals responsible for solving this problem, nor has he recommended 
legislation which may be necessary to establish necessary controls. 

The above-mentioned letter follows : 


THE SECRETARY OF COMMERCE, 
Washington, April 7, 1956. 
Mr. WiiLarp F. RocKWELL, 
Chairman of the Board, Rockwell Spring & Azle Co., 
Pittsburgh, Pa. 

Dear Mr. RocKwWELL: I have just been through a long and exhaustive study of 
the nickel question this morning (Saturday, April 7) and if you would care to 
come down sometime in the near future, we'll see that you have the complete story 
and understand just how things seem to shape up. I think, however, that I must 
tell you that I'm afraid you'll be disappointed in the net result. 

Generally speaking, the forecasted 1956 supply of nickel for the civilian 
economy is short—even short of what it was on an average for the 3 years pre- 
ceding Korea—and if certain use developments take place in the defense area 
the situation may be even worse. 

Currently, the civilian economy is paying three prices for available nickel— 
the so-called market price of 65 cents approximately, the price ranging from $1 
to $1.35 for Government set-aside supplies, and say $2.50 to $3 for approximately 
10 percent of the civilian supply. Most of this latter grouping is composed of 
nickel-bearing scrap alloys and foreign production—France, Japan, ete. 

We find no evidence of importance of any misappropriation of Defense-rated 
nickel supplies. Our procedures for following Defense-rated orders adequately 
confirm this view although despite this fact we are planning some procedural 
changes which should give us even closer supervision. 

The end of it all is that there just is not enough nickel available to take care of 
Defense requirements and the civilian economy (the stockpile take will be sub- 
stantially decreased this year). The controls which you urge will not get anybody 
any more nickel and the undoubted result of such controls would probably bring 
into operation use determinations and specifically might very weil result in the 
complete elimination of the use of nickel for decorative purposes. 

There is some further increase of nickel supply in sight for 1957. What effect 
it will have on civilian availability will largely depend on the military requrements 
at that time. 

This in a general way seems to me to be the story and, as aforesaid, if you find 
yourself in Washington, we'll be glad to go through it with you to the mth degree 
and give you all of our thinking about a problem which is very difficult and, as 
I presently see it, almost completely insolvable. 

Most sincerely yours, 


SINCLAIR WEEKS. 
Senator Frear. Would you say that the same problem exists with 
relation to steel and copper, aluminum perhaps, as exists with nickel, 
only to a lesser degree ¢ 
Dr. Fizmmine. No, Mr. Chairman—let me take them separately. 
Copper has presented some real problems, as you know, over a period 
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of the last, let’s say, 9 months, almost a year now. But as I have 
indicated in previous testimony, the indications are that that situation 
should ease in the third quarter of this year and that supply and 
demand ought to be closer to balance than they have been up to the 
present time. 

The aluminum situation is still tight from a supply and demand 
point of view. I noticed, however, that the president of the Aluminum 
Company of America in a speech the other day predicted that by 
the third or fourth quarter of this year that possible supply might 
even be a little bit in excess of demand and that they might have 
some selling problems on their hands. Of course, the Government is 
no longer a factor there because we are not acquiring any for the 
stockpile at the present ume. 

We have not been acquiring any copper, either. We have been 
diverting the copper that was headed for the stockpile. In all proba- 
bility, however, we will begin acquiring copper as we get into the third 
quarter of this year. 

Although I know the steel situation has been serious, particularly 
as far as certain types of shapes and forms are concerned, I do not 
think that overall it has presented anywhere near the problem that we 
have had in nickel, for example. 

Senator Frear. Did the price of copper have a material effect on the 
limitation on the amount of money that you can use for stockpiling? 

In other words, did you have to pay more for stockpiling copper 
or did you have a loss in your program, a monetary loss in your pro- 
gram, by having to divert copper at a higher price ? 

Dr. Fiemming. Mr. Chairman, of course, we have not been buying 
any during this period of the sharp increase in the price so that it has 
not had any effect on our current purchases. Actually, however, even 
if we had been buying we would have been buying in many instances 
at prices that are specified in the contracts and which are considerably 
below the present market. 

However, this increase in price in copper had the effect of stepping 
up the value of the materials that we have in the stockpile for a 
temporary period. Of course, it is coming down again now. 

Senator Frear. If you took them at market value. 

Dr. FLemmine. That is right. 

Senator Frear. Did I understand you to say just now that you 
bought at an agreed-upon price or at the market price the copper that 
was allocated for stockpiling and which you were obligated to buy? 

Dr. Fiemorne. In the first place, we have not been buying any at 
all for almost a year now, but if we had been buying during this period 
in most instances we would have been buying at a price specified in the 
contract and which would have been considerably below the current 
market. 

Senator Frrar. Yes. You have some contracts with producers or 
processors who are to supply you for the reserve program or the 
stockpile program. Were you permitted to pass the prices agreed upon 
in the contract onto the people who actually got the copper during 
the last 9 or 12 months? Or did you have to charge them the market 
price’ Or did the people who got the copper pay the market: price to 
the producer without going through your office / 

Dr. Fiemminc. They paid the market price from the producer. 
That is all we did. We did not cancel these contracts. 
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Senator Frear. Yes. 

Dr. FLemminc. We did not cancel deliveries. We simply deferred. 

Senator Frear. Yes. 

Dr. Fiemminc. They still have an obligation to supply us copper 
at the price provided for in our contract. But during this period, of 
course, the producers have been selling to the consumer at the current 
market pr ice. 

Senator Frear. Yes; in reality then, you have permitted the 
processors or the producers to obtain a higher price per pound for 
their copper than they would otherwise have gotten if you had en- 
forced the agreement and made them put it into the stockpile now ? 

Dr. FLemminc. That is right, but it is important to follow that by 
saying that they have not been relieved of their obligation to provide 
us at the price specified in the contract, and we will, beginning with 
the third quarter of this year, provide them with schedules under 
which they will be compelled to deliver that which they were excused 
from delivering. 

Senator Frear. Right. Dr. Flemming, I personally think that is 
most important to us. There may be a day coming when we will be 
asking those producers and processors to supply at what m: Ly appear to 
them an advantage to the Government. | hope they will not forget 
some of the things you have done for them during this past 9 months. 

Dr. FLemmine. | agree. 

Senator Capenmart. What is the price of copper ¢ 

Dr. Fremomine. I think as of today it is about 46. It has been 
moving down pretty fast. 

Senator CapenartT. I can remember when Chile—I think it was- 
wanted to sell us I don’t know how many millions—— 

Dr. Ftemuinc. A hundred thousand tons. 

Senator Caprnart. A hundred thousand tons? What price was it? 

Dr. Ftemoine. At 30. 

Senator Caprmarr. At 304 

Dr. Firmuine. That is right. 

Senator Carruarr. And you would not buy it. 

Dr. Fiemmine. We ultimately did. 

Senator Carenarr. At what price? 

Dr. Fiemmine. We ultimately bought it at 30. There was a lot 
of argument about it, Senator, though. You are correct. 

Senator, I can remember having the head of one large copper- 
producing firm in my office at the time we took off controls in 1953, 
when it was running around 30 I think, and he predicted to me that 
within 90 to 120 days the price of copper would be down to 23, 24 cents. 
Of course, it has never started down in that direction at all. It has 
all been the other way. 

Senator Carenarr. Are they angry at us down in Chile now because 
we bought their copper for 30 cents when they can now get 40 cents 
for it? 

Dr. Fiemine. I have not heard any allegations to that effect. 

Senator Cargenarr. They had a terrible time selling to us at 30. 

Senator Frear. Since the extension of this act is before the Congress 
and since it is I think to be assumed that the military take is not the 
cause of the dislocation of certain materials—for instance, steel, 
aluminum, copper, nickel, and maybe one of the others—in the civilian 
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market, do you think that we should amend section 101 (b) or is it 
adequate in your opinion as it now reads? cj 

Dr. Fiemme. In our opinion, on the basis of our experience, it is 
adequate as it stands at the present time. We are perfectly satisfied. 

Senator Capruart. But you would recommend a fourth round at 
aluminum, nickel, and other production facilities? 

Dr. FLemminc. We are getting a very 

Senator CarprHarr. Would it be a fourth round now? 

Dr. Fiewmine. There is a very extensive fourth round taking 
place right at the present time in aluminum, Senator Capehart, but 
without any assistance from the Government. 

Senator Careuart. Would you recommend a fifth? 

Dr. Fiemainc. Well, I do not know. They are going right ahead. 
The figures that I saw last week indicate that firm commitments have 
been made to the point where our annual productive capacity by 1958 
or 1959—I think by 1958—will be 2,400,000, and our expansion goal 
is 1,740,000, so we are really in good shape as far as aluminum is 
concerned. 

Senator Carenart. Aluminum? 

Dr. FLtemmine. Yes. 

Senator Carenart. What about nickel? 

Dr. Fiemmine. Well, as far as nickel is concerned, as I indicated 
earlier and as I indicated before the Joint Committee on Defense Pro- 
duction, we are working right now on the question of whether or not 
we should announce a new goal and announce what we are willing to 
do as the Government in order to accelerate production of new sources 
of supply in nickel. 

Senator Carenart. Can there be any question about it? Aren’t we 
going to have to do it? 

Dr. FLemmrne. In my judgment, that is the answer. 

Senator Carenart. When are we going to get started ? 

Dr. Ftemmine. I would say that there would be an announcement 
on it within the next 2 weeks. 

Senator CarenArt. And steel, you think, will take care of itself? 

Dr. Fiemmine. Yes. We made a finding that we have the pro- 
ductive capacity needed to handle mobilization requirements in steel, 
and we refused to open up that expansion goal on the basis of that 
finding. We have made the same finding as far as aluminum is con- 
cerned. 

Senator Frear. Are you doing anything to increase the supply of 
these products that have been mentioned? I have further questions 
regarding nickel especially, Dr. Flemming. 

Dr. FLemmine. It is hard to keep nickel out of it, because it illus- 
trates all of these various problems that we are having at the present 
time. 

Senator Frear. Yes. Certainly, the demand has outrun the sup- 
ply. From the reports coming in, the manufacturers or the producers, 
the processors, have had commitments, especially in steel, to different 
manufacturing companies, but the railroads found themselves in a 
severe shortage as far as cars were concerned and made a rather heav 
demand upon the steel industry for steel for cars. The result of that 
was that the smaller processors of steel were cut pretty severely in 
order to make way for the manufacture of cars. The larger users of 
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steel also made cars. So I think it threw a pretty heavy burden upon 
the small users of steel. If you cut their supply 50 percent by tonnage 
or cut it by tonnage which made a cut actually in percentage of 50 
percent, it was muc ch more severe on them than it would have been on 
a larger processor of steel. 

Do you think it is within the power of your office to do more than 
keep abreast of those things? In other words, can you take any part 
that would help to alleviate the critical position in which some of these 
smaller processors of steel find themselves? 

Dr. Fieamine. Mr. Chairman, my feeling on that is this: That we 
should either be controlling a particular material as far as its distribu- 
tion in the civilian economy is concerned or we should not be, and that 
the Government ought not to confuse the situation by trying to be kind 
of halfway betwen those two situations. So that my attiude has been 
that if we have taken controls off, we have taken them off, and the idea 
being then that the civilian economy will function in accordance with 
the normal laws of supply and demand. 

And I feel that if the Government should begin to step in and make 
suggestions—let’s put it that way-—-that the minute we make one 
suggestion there will be people back in saying, “Well, now, wait a 
minute. When you made that suggestion, you did something unfair 

1s far as we were concerned.” And they will have a pretty good case. 
So the *y will say, “Why don’t you make another suggestion?” And 
before we know it we are really back into controls. 

So take just the illustration that you have given me on the freight 
cars. It is only a few months ago that those who were very much 
interested in the freight car situation were urging that we give a 
defense priority rating to freight cars. 

Senator Frear. Yes. 

Dr. Fiemme. We took the position that up to now we had given 
a defense priority rating only to direct military and AEC items, and 
that if we moved over into this area of defense- supported where your 
freight car situation belonged, we would really be opening up a Pan- 
dora’s box, because, in effect, we would be giving some priority to one 
phase of our total transportation picture, we would be giving some 
assistance to the railroads, and at that particular point if commercial 
aircraft was having some difficulty with a particular material, which 
they might very well be, they might be in atie for the same kind 
of treatment, and if we did not give it to them they would say, “You 
are unfair. You are helping one part of the transportation industry, 
and you are unwilling to help the other part.” 

Now, your question suggests that as a result of the manufacturers 
of freight cars putting the pressure on steel producers they did get 
some steel, but as a result of their getting some steel some other people 
have been hurt and they are complaining. And to me that is an excel- 
lent illustration of why the Government should either be all the way 
in the control business or all the way out of it, and it should not try 
to occupy middle ground. 

Senator Frear. “Doctor, T can readily see your reluctance to act on 
these suggestions, since they might create another problem and 
another. 

Dr. Firemoine. Right. 

Senator Frear. Off the record. 

(Discussion off the record.) 
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Senator Frear. On the record. 

I have a number of questions here which I would like to have you 
supply the answers for the record later. 

(The material referred to follows:) 


Question. In your report to the joint committee dated September 19, 1955, 
you stated that “The rapid tax amortization program provides an incentive to 
private capital to construct or acquire defense facilities with the aid of acceler- 
ated depreciation for income-tax purposes over a period of 60 months.” You also 
stated that “Congressional or industrial leaders have expressed the opinion that 
tax amortization has brought about expansion which would not have taken place 
otherwise. * * *” (p. 60). Are you approving accelerated amortization in cases 
where it is not necessary to give this incentive? 

Answer. No. Certificates are issued only to fill open expansion goals. In- 
centive is determined to be necessary when a goal is established. 

Question. Are you planning to authorize accelerated amortization for the 
Idaho Power Co.'s applications for the dams at Brownley and Oxbow in the Hells 
Canyon region of the Snake River? 

Answer. These applications are now under consideration. 

Question. What is the total of accelerated amortization certificates you have 
issued for freight cars in the last year? 

Answer. $535,152,000 was certified at 85 percent during 1955 for 638,723 cars. 
In January and February 1956, $482,821,000 was certified for 55,604 cars. 

Question. What is the goal of the freight-car program? 

Answer. Freight-car goal was 436,000 cars. It was recently increased to 
$95,000 cars and closed. Applications on file when certified will fill this goal. 

Question. In reaching this goal would you take into consideration the effect 
these orders for steel plate and structural steel would have on other users of 
these materials? 

Answer. No. Availability of materials is a separate problem from expansion 
goals. It is taken into consideration but is not of basic importance in estab- 
lishing a goal. 

Question. Am I right in understanding that these certificates must be used 
within a limited period of time and this has meant that the freight-car purchasers 
have rushed to place their orders so as to come within the time limits imposed 
by the certificates? 

Answer. No. The freight-car goal required that applications to be eligible 
for certification must be purchased or authorized for construction in railroad 
shops by December 31, 1955. 

Question. Were the railroads ordering freight cars in 1954? How many were 
on order at that time? 

Answer. Yes. On January 1, 1954, 29,950 freight cars were on order. During 
1954, 35,696 were delivered. On December 31, 1954, 15,317 were on order. 

Question. Was it your view in 1954 that the supply of freight cars should be 
expanded * 

Answer. Yes. The expansion goal of 436,000 cars was open and unfilled 
during 1954. 

Question. Were you offering accelerated amortization certificates to encourage 
the production of freight cars then, when the impact on other customers of 
plate and structral steel would have been much less? 

Answer. Yes. Because tax amortization was available in 1954 for freight cars. 

(Juestion. I understand barge lines which have accelerated certificates for 
barges are unable to get steel plate to build these barges. Will their certificates 
run out under these circumstances? 

Answer. No. A purchase contract with a date of delivery specified makes an 
application for a barge eligible for a valid certificate. 

Question. Would it not be a good idea to coordinate your tax amortization 
program goals with the availability of materials so as to prevent this kind of 
scramble for materials and the resulting increased prices? 

Answer. We make every effort to see that available materials are used to best 
advantage to meet defense requirements. However, a shortage of materials 
cannot limit the requirements of an expansion goal. 

Question. The last release I have received on tax amortization certificates— 
release 491 of April 16—shows huge certifications going to electric power generat- 
ing facilities, including $59 million to Commonwealth Edison, almost $39 million 
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to New England Power Co., and over $48 million to Public Service Company of 
Oklahoma. Can you tell us something about this program? 

Answer. In 1950 the Defense Electric Power Administration was created in 
the Department of the Interior to “exercise defense control and expansion 
functions with respect to the Nation’s power industry.” Its functions included 
the “programing of power supply expansion.” 

The Defense Electric Power Administration’s first major undertaking in ¢o- 
operation with an Electric Power Advisory Committee, appointed by the Ad 
ministrator of the Defense Production Administration, was a detailed study to 
determine the probable peak powerloads for the years 1951 through 1954 and 
the generating capacity needed to meet such requirements. 

In 1950, after the outbreak of hostilities in Korea, electric power consumption 
began to increase rapidly, and the peak load in 1950 was 14 percent above the 
peak of the previous year—by far the largest single year increase in the history 
of the industry up to that time. This unprecedented load increase lowered the 
industry’s margin of reserve to 6 percent, considered by the Defense Electric 
Power Administration to be below that necessary for maintenance and emergency 
outages of equipment. In December 1941 reserve margins for the country as a 
whole were 22 percent, 

As a result, the Defense Electric Power Administration in 1951 developed a 
power expansion program. The objectives of the program were summarized by 
the Defense Electric Power Administration as follows: 

1. To serve the rapidly increasing civilian load without curtailment. 

2. To serve the superimposed defense program. 

3. To restore an adequate capacity margin for maintenance and emer- 
gency outages, and for unscheduled additions to load. 

Its study disclosed that the power consumers who planned sharp increases 
in their requirements were the Atomic Energy Commission and certain industries 
in the process of major expansion, such as aluminum, steel, chemicals, and various 
nonferrous metals. The estimated expansion for the Atomic Energy Commis- 
sion was 1,900,000 kilowatts. For aluminum expansion 1,500,000 kilowatts was 
needed, of which around 80 percent would be generated by the aluminum in- 
dustry itself. 

As a part of the study, private and public power organizations were asked 
to report power expansion projected for the years 1950, 1951, and 1952. It was 
found that, before the outbreak of hostilities in Korea, a 17 million kilowatt 
expansion program was planned for the 3 years. It was then agreed to by the 
combined staff of the Defense Electric Power Administration and the Defense 
Production Administration that a 27 million kilowatt expansion would be 
needed through 1953. The difference of 10 million kilowatts indicated the 
increase needed to meet defense requirements and the resulting acceleration of 
outlays of private capital. 

To meet the power demands of defense mobilization and the expanding econ- 
omy by the end of 1953, a 3-year 27 million kilowatt expansion program was 
considered a minimum by the Defense Electric Power Administration—7 million 
increase in 1951, 9% million in 1952, and 1014 million in 1953. 

The Defense Electric Power Administration’s report dated December 13, 
1951, which carried the required expansion through 1954, showed a need for an 
increase in power facilities of around 30 million kilowatts during 1952, 19538 
and 1954 over the anticipated base of 75 million kilowatts at December 31, 1951. 

In October 1951 the Defense Production Administrator had appointed the 
Electric Power Advisory Committee under the chairmanship of Edward W. 
Morehouse, vice president of the General Public Utilities Corp., to “inquire into 
the country’s requirements for electric power and energy for defense and other 
purposes.” 

On December 31, 1951, the Morehouse Committee reported to the Defense Pro- 
duction Administration “the 30 million kilowatts of new capacity now planned by 
the electric systems of the country to meet these demands (including necessary 
reserves) is not in the aggregate excessive. If anything, the total capacity is 
too small.” 

About the same time as the Morehouse Committee was appointed, the Joint 
Committee of the Congress on Defense Production, headed by Senator Maybank, 
ordered an investigation of the electric power program to determine its adequacy 
to support defense mobilization needs, and on January 15, 1952, the committee 
reported widespread difficulties regarding allocations of materials for increasing 
the electric power production capacity. 
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After careful consideration of the Defense Electric Power Administration 
and the Morehouse reports, the Defense Production Administration’s staff recom- 
mended to the Administrator that a goal be set to provide incentive for a 32 
million kilowatt expansion for the 3 years through 1954. This was partially 
based upon classified information regarding the expansion of the Atomic Energy 
Commission’s plant. 

Accordingly, on March 19, 1952, expansion goal No. 55 for electric power was 
established at 107 million kilowatts by December 31, 1954, an increase of 32 
million kilowatts above the December 31, 1951, capacity of 75 million. This action 
was taken by the Deputy Administrator of the Defense Production Administra- 
tion for Program and Requirements. The goal called for an expansion of approxi- 
mately 9 million kilowatts during 1952, 11 million in 1953, and 12 million in 1954. 

On August 26, 1952, expansion goal No. 55 was revised to provide for 117 
million kilowatts by December 31, 1956, with expansion scheduled as follows: 


Million Million 
Year: kilowatts kilowatta 
1952 eee ene ieee oe NU eae ace eile Sree eed 12 
ee ee ee 10 1956 —- a A a 
TEI carisietn nsncnccinunieetensoeitinieiia naan 12 


his revision provided for 42 million kilowatts above the December 31, 1951, 
capacity of 75 million kilowatts, an expansion of 56 percent in 5 years. This 
action was also taken by the Deputy Administrator of the Defense Production 
Administration for Program and Requirements. 

From the beginning of the program a major objective was to encourage utilities 
to install blocks of capacity which would exceed their normal needs, i. e., to 
build generating capacity in advance of the time required to meet their ordinary 
luad growth patterns, and thus provide a mobilization reserve. 

During November of 1953 the electric-power program was reviewed by the staff 
of ODM in conjunction with the staff of the Defense Electric Power Administra- 
tion. At that time the expansion goal still called for 117 million kilowatts by 
December 31, 1956. Up to November 1953 certifications for tax amortization 
under the goal were as follows: 


Amount Gortiiet eo rn a ee ea es eee $4, 227, 638, 000 
Amount euacrtiied... ses oa ct ties ence ee $1, 902, 150, 000 
OCepacity in kifewatte....ko sno se aes 21, 000, 000 


The Defense Electric Power Administration reported its belief that the require- 
ments of expansion goal No. 55 as scheduled would be met by the end of 1956 and 
recommended its closing at that time. 

Since the expansion goal covered a period of 3 years in the future—1954, 1955, 
and 1956—and it was evident that renewed attention should be given to new basic 
mobilization assumptions and defense requirements resulting therefrom, it was 
my decision to suspend the goal rather than close it. This action was taken on 
December 3, 1953, by Defense Mobilization Order VII-6. 

After suspension of the goal the staff of ODM worked with the staff of the 
Interior Department and made a review of the situation. This afforded an 
opportunity to watch the development of the actual expansion of capacity which 
was scheduled and certified under the expansion goal prior to its suspension. 
Agreement was reached with the Department of the Interior on basic assumptions 
for mobilization readiness and the programing period was extended from the end 
of 1956 to the end of 1958. This review was completed in early April of 1955. 
At that time, the capacity for electric power projected to the end of 1958, taking 
into account normal growth demand projections and margins for normal opera- 
tions, amounted to approximately 135 million kilowatts. That projected capacity 
was not sufficient for mobilization needs. Accordingly, on April 15, 1955, expan- 
sion goal No. 55 was reopened and established at 150 million kilowatts by Decem- 
ber 31, 1958. The reserve capacity over peak-load estimates provided by this 
full mobilization objective was about 24 percent. This objective was designed to 
take care of requirements for full mobilization as contrasted with previous 
efforts to cover only partial mobilization requirements. 

On August 11, 1955, expansion goal No. 55 was again suspended under Defense 
Mobilization Order VII-6, Supplement 1, as part of a general review of all goals. 
The goal was again reopened on September 29, 1955, with the modification that 
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applications for tax amortization must be filed by December 31, 1955, in order to 
be eligible for certification. Certifications under the reopened goal are as 
follows: 


aie I a tha Nn Rete ehideiiicbtiisiem eiinbin mee $1, 198, 766, 000 
AMDGT BRNO C RINNE. ree dsc een cnn en ee I . $494, 100, 000 
Capacity in kilowatts_.____--~--_- eter tanta asia creatine tends aphealnecsa- ; 5, 990, 000 


Applications for tax amortization under the electric-power goal are subject to 
the national dispersion policy. Under this policy electric-pov er projects are not 
eligible for tax amortization unless they are located outside congested urban 
areas as determined by the Department of Commerce and away from major 
military installations and key defense industrial facilities as determined by the 
Department of Defense. 

The sole objective of the expansion goal is to encourage the investment of 
private capital in electric-power facilities to increase total capacity by December 
31, 1958, to a level sufficient to provide a margin for national defense in the event 
of mobilization. 

Question. Do you think there will be any end to the accelerated tax program? 

Answer. Yes. When gaps in the mobilization base have been satisfactorily 
provided for. 

Question. How is small business faring under this program? 

Answer. Nearly 21,000 necessity certificates have been issued. More than 
40 percent of them have gone to small business. 

Question. I see the Attorney General is looking into this in connection witn 
the petroleum industry in his second-quarter report under the Defense Produc- 
tion Act, and the best he could say was that small business was receiving about 
the share of certificates that it had of the business, meaning that the 20 major 
oil companies which had 82 percent of the business received 72 or 3 percent of 
the certificates. Is this overwhelming bias true throughout the rest of the ac- 
celerated amortization program? 

Answer. The Attorney General’s report states that “the grant of certificates 
has favored the smaller companies somewhat above their industry share in 
1950” and concludes that “emergency amortization—at least in petroleum—has 
not increased concentration.” The Department of Justice is watching this 
situation in other fields. 

Question. Section 303 provides for purchases and commitments to purchase 
minerals and ether materials and for the encouragement of exploration, develop- 
ment and mining of critical and strategic minerals and metals. What have been 
the 2 or 3 major programs under this authority? 

Answer. Nickel, copper, aluminum, and titanium. 

Question. What current use is being made of this authority? 

Answer. Defense Minerals Exploration Administration in the Department of 
the Interior administers an extensive exploration program for about 33 minerals. 
The General Services Administration administers production expansion and 
development programs for.21 ,stockpile..materials. The DMEA activities are 
expanding. Some GSA programs. are being closed down or curtailed as defense 
needs are met. 

Question. How is the Nicaro project progressing? 

Answer. Practically on schedule. 

Question. When do you expect to receive the added production from the last 
expansion there? 

Answer. Starting January 1957. 

Question. Do you need any more authority to assist you in carrying on the 
Nicaro project? 

Answer. No. 

Question. When the President vetoed H. R. 6363, which would have extended 
certain mineral programs under title III, he said that it was desirable to develop 
a long-range minerals program for the United States to assure an adequte mo- 
bilization basis and reserve a sound minerals economy. He said that the Office 
of Minerals Mobilization had been established in the Interior Department to 
determine and recommend such a program. Has such a program been de- 
veloped yet? 

Auswer. Reports concerning the defense aspects of these minerals have been 
presented to ODM by the Department of the Interior. The Department should 
be contacted directly with regard to long-range minerals programs to achieve a 
sound minerals economy. 

Question. Have you used the lending authority under title III for disaster- 
relief programs? 
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Answer. Yes. Seven applications for $13 million have been granted. Four 
other approved applications were withdrawn by the applicants. Two applica- 
tions were disapproved—one because of no defense relationship and one for 
credit reasons. : 

Question. You have asked for an extension of the contracting authority from 
19633 to 1965. Will you explain why this is necessary? 

Answer, Sufficient time is needed for development of new mineral deposits 
and to permit deliveries thereafter to the Government for certain minerals, such 
as nickel. Two additional years would provide time essential for deliveries 
after completion of development work. 

Question. I understand you have about $400 million left under the $2,100 
million borrowing authority. Do you anticipate this will be sufficient over a 
2-year extension of the act? 

Answer. Yes 

Question. If other legislation is enacted drawing upon this sum, what programs 
would be affected? 

Answer. Until the nature of prospective legislation and the extent to which it 
would draw on available funds are known, it is impossible to estimate effects. 
Adjustments of existing programs such as nickel, and of new programs to meet 
potential requirements, particularly for new weapons, would be most affected. 

Question. This program is set up on a probable ultimate net-cost basis. Has it 
been your experience that the estimates of probable ultimate net costs made in 
the past have been correct? 

Answer. Generally the estimates have been correct. Absolute accuracy is 
impossible because the estimates depend upon a number of variabie factors 
including market price changes. The programs are under constant review and 
when there is a major change affecting them, the probable ultimate net cost is 
adjusted to meet the change. 

Question. I see from the Federal Reserve System’s report to the Joint Com- 
mittee contained in the 5th annual report of that committee that a few loans 
are sill being guaranteed under section 301 of the Defense Production Act. I 
see also that the total of loans outstanding on July 31, 1955, was $295,.711,000, of 
which $224,659,000 was guaranteed and that an additional $211,296,000 was 
available to borrowers under guaranteed agreements then in force. What 
agencies have guaranteed loans in the last 6 months or so and what kind of 
activity do these loans cover? 

Answer. Army, Navy, and Air Force for implements of war. GSA for alumi- 
num production. AEC for expansion of facilities to produce lithium. 

Question. How many of these loans have been in default? 

\nswer, AEC, GSA, Air Foree, none. Army has 5 million in default. Navy 
has 3 million in default. 

Question. Have there been any cases where the guaranteeing agencies have 
been called upon to pay out under their guaranties? 

Answer. Army paid about $1 million under guaranty. Navy, unknown. 

Question. When will you expect this program to terminate? 

Answer. Program will be continued until termination of Defense Production 
Act. Will be used as needed for defense. 

Question. Has a profit been made off this program? If so, how much? What 
do you anticipate it will be bythe end of the program? 

Answer. It is expected that interest earned or guarantee bank fees will off- 
set any losses and there will be no substantial profit or loss. 

Question. Section 302 authorizes loans to private enterprises for the expan- 
sion of capacity, development of technical processes or production of essential 
materials, including the exploration, development and mining of strategic metals 
and minerals and manufacturing of newsprint. What loans have been made 
to assist the manufacturer of newsprint? 

Answer. None. 

Question. Would you say that the specific insertion in 1952 by the Congress 
of the provision with respect to manufacturing newsprint would authorize you 
to make loans for this purpose at this time? 

Answer. Authority exists if a defense need for the expansion of capacity 
can be established. 

Question. What kinds of loans have been made under section 32 of the last 
6 months? 

Answer. Disaster loans in New England totaling $13 million. 
Question. What has been your experience of repayments of these loans? 
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Answer. $277 million disbursed, $72 million repaid, $199 million outstanding. 

Question. Have the losses been large? 

Answer. No. Losses to date estimated at 1.5 million or less than 1 percent 
of amount disbursed, which is less than the interest earned. 

Question. What efforts did you make before appointing the W. O. C. to an 
operating position to find a person to fill. the job on a regular full-time salaried 
job? 

Answer. In filling the position of Assistant Director for Materials at the 
GS-1 level two lines of inquiry were pursued simultaneously. 


1. The Civil Service Commission was requested to name possible candi- 
dates for the position from their active files. An ODM screening committee 
headed by the Deputy Director considered those candidates and found none 
to be qualified. Their qualifications were personally reviewed by me with 
the same conclusion, 

2. Staff members of ODM were asked to contact qualified persons from 
private life in order to determine whether anyone so qualified would accept 
the position on a salaried basis. None were in a position to do so. 

The qualifications of a person to fill the position of Assistant Director for 
Manpower, also at the GS-1 level, are well known to me personally because of 
my experience with the Civil Service Commission and in establishing and con- 
ducting the manpower program of ODM. I was familiar with the people in 
Washington who might be qualified to handle the job as well as some in private 
life. After due consideration of all possible candidates I found that it was not 
possible to fill the position with a qualified man on a salaried basis. 

Question. The Chairman of the Civil Service Commisson has said that he 
does not question the certifications made by the head of a department or agency, 
and that the supporting statements are reviewed only to assure that they cover 
the required points. However, apparently no independent evaluation of the 
need for or qualifications of a WOC will be made by civil service, and no 
comment will be made on the availability of persons to fill the job on a full- 
time salaried basis. On the basis of your experience on the CSC during the 
war, do you think the CSC might be able to make a more meaningful and helpful 
survey and report? For example, do you think it is too much to ask the CSC to 
report on whether they find that the individuals chosen are in fact persons of 
outstanding experience and ability, or whether they agree that no persons are 
available for the job in a regular full-time salaried status? 

Answer. The extent of an audit by the Civil Service Commission is determined 
only by the resources that are available to it for such purpose. On the basis 
of my experience on the Civil Service Commission I feel that it should not sub- 
stitute its judgment for the judgment of the head of the agency in a matter of 
this kind except when there has been a clear and flagrant violation of the intent 
of the Congress and the President. 

Question. You have proceeded under section 710 (e) of the Defense Production 
Act to establish an executive reserve? 

Answer. Yes. 

Question. This is under Executive Order 10660 and DMO 1-21, is it not? 

Answer. Yes. 

EXECUTIVE ORDER 10660 


PROVIDING FOR THE ESTABLISHMENT OF A NATIONAL DEFENSE EXECUTIVE RESERVE 


By virtue of the authority vested in me by the Constitution and laws of the 
United States, including sections 703 (a) and 710 (e) of the Defense Production 
Act of 1950, as amended (50 U. 8. C. App. 2153 (a) ; 2160 (e)), and as President 
of the United States, it is hereby ordered as follows: 

SecTIon 1. There is hereby established in the executive branch of the Govern- 
ment a National Defense Executive Reserve to be composed of persons selected 
from various segments of the civilian economy and from government to be trained 
for employment in executive positions in the Federal Government during periods 
of emergency. 

Sec. 2. The Director of the Office of Defense Mobilization is hereby directed 
to institute and administer the Executive Reserve program; to coordinate the 
activities of other agencies in establishing units of the Reserve; to provide for 
appropriate standards of recruitment and training; and to issue necessary rules 
and regulations in connection with such program. 
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Sec. 3. The Director of the Office of Defense Mobilization in carrying out his 
responsibilities under this order may utilize the services of other departments 
and agencies in the maintenance of agency and centralized rosters and in the 
development of training programs and materials. 

Sec. 4. Heads of departments and agencies of the Government designated by 
the Director of the Office of Defense Mobilization, after appropriate consultation, 
are authorized to establish units of the Executive Reserve and to select and 
designate persons to serve as members of the units. 

Sec. 5. Activities of persons by reason of designation as Executive Reservists 
under this order shall not include acting or advising on any matter pending before 
any department or agency but shall be limited to receiving training for mobiliza- 
tion assignments under the Reserve program. With respect to activities as so 
limited, reservists who are not full-time Government employees shall be exempt 
from the operation of sections 281, 283, 284, 434, and 1914 of Title 18, United 
States Code, and section 190 of the Revised Statutes (5 U. 8S. C. 99). 

Sec. 6. The Director of the Office of Defense Mobilization shall report to the 
President annually, and at such other times as may be appropriate, on the progress 
made in the development and operation of the Executive Reserve program. 

Dwieut D. EISENHOWER. 

Tue Wurirte Hovss, February 15, 1956. 


{[F. R. Doc. 56-1338 ; Filed, Feb. 16, 1956; 3:48 p. m.] 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
February 23, 1956. 
DEFENSE MOBILIZATION OrperR I-21 


Subject: Providing for a National Defense Executive Reserve. 


By virtue of the authority vested in me by section 710 (e) of the Defense 
Production Act of 1950, as amended, and by Executive Order 10660, of February 
15, 1956, establishing a National Defense Executive Reserve, and in order to 
facilitate the development of the National Defense Executive Reserve program 
as part of the program for readiness for any future mobilization, it is hereby 
ordered: 

1. Departments and agencies of the executive branch having major mobiliza- 
tion responsibilities are authorized after consultation with the Assistant Director 
for Manpower, Office of Defense Mobilization, to establish units of the Executive 
Reserve, select and designate members of such units, and institute programs for 
their training. Each unit of the Executive Reserve shall be civilian and shall 
be under the supervision of the head of the department or agency, or an official 
designated by him and responsible to him for the conduct of the program. 

2. An Interagency Executive Reserve Committee is hereby established to ad- 
vise the Director of the Office of Defense Mobilization on the coordination of 
programs of the several Executive Reserve units, so that a reasonable uniformity 
in administration, training methods, and adequacy of coverage of mobilization 
functions can be assured. The Chairman of this Committee shall be designated 
by the Director of the Office of Defense Mobilization. The members shall be 
appointed by the Assistant Director for Manpower, ODM, and shall be from 
among the persons designated to direct'the programs in the participating agencies. 

3. There is also established an Advisory Committee to the Director of the Office 
of Defense Mobilization drawn from persons in private life to assist him in the 
furtherance of the program. 

4. Members of the Reserve units shall be drawn as appropriate from all seg- 
ments of the economy ; for example, from industry, agriculture, labor, the profes- 
sions, professional societies, and from private and public institutions. They 
may include persons serving in Government on a full- or part-time basis. Re- 
servists shall be persons with broad experience in such important functional 
areas aS production, manpower, transportation, etc., and qualified to participate 
in an executive capacity in such areas in the event of an emergency. The num- 
bers of reservists shall be limited to those for which there is a demonstrable 
need in essential mobilization functions. 

5. Each department and agency shall be responsible for avoiding the issuance 
of invitations to persons already in the Reserve and avoiding excessive govern- 
mental demands on a single employer. To assist the departments and agencies 
in this responsibility, a central register of Reserve members will be maintained 
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by the Civil Service Commission for reference. Each department shall notify 
the Commission of persons designated as members of the Reserve. 

6. Each member of the Reserve will be asked to submit a statement of under- 
standing containing: 


(1) A statement of the reservist’s willingness to attend a course of train- 
ing at least once a year at Washington or regional points: 

(2) A statement of the reservist’s immediate availability for assignment 
in the event of a national emergency barring unforeseen and overriding 
reasons to the contrary ; 

(3) The concurrence in (1) and (2) above of the reservist’s private em- 
ployer or, in the case of a government employee, of a responsible official of 
his agency ; 

(4) A statement that the Reservist will notify the designating depart- 
ment or agency when his employment or personal status changes in such a 
manner as to make it unlikely that he would be available for full-time serv- 
ice in the event of national emergency. 


7. The degree of security clearance necessary for each Reservist will be de- 
termined by the department or agency involved in accordance with existing 
security standards. The official designation of Executive Reservists will be 
withheld until such security clearance is obtained. 

8. Each department and agency establishing a unit of the Reserve shall estab- 
lish a training program which shall include, but not be limited to, orientation 
sessions ; continuous and up-to-date information on the Government organization 
and program planned in the event of mobilization; information to keep the 
Reservist fully abreast of developments in his field which affect the capacity of 
the United States to mobilize its resources in an emergency. The training pro- 
grams will be carried out at Washington and regional levels and will include 
the actual participation in the testing of mobilization plans at relocation sites. 
Appropriate manuals or handbooks shall be maintained. The Civil Service Com- 
mission shall assist in preparation of these materials as required. 

9. With respect to training activities under the Reserve program, Reservists 
who are not full-time Government employees are exempt in accordance with 
the provisions of Executive Order 10660 from the operation of sections 281, 283, 
284, 434, and 1914 of title 18, United States Code, and section 190 of the Re- 
vised Statutes (5 U.S.C.99). Reservist training within the meaning of this sec- 
tion shall not include advising, consulting, or acting on any matter pending 
before the department or agency concerned. In the event that proper training 
of the Reservist who is not a Government employee entails one or more of such 
activities, he shall be appointed by such department or agency under appropriate 
authority, including sections 710 (b) and 710 (c) of the Defense Production Act 
of 1950, as amended. With respect to such activities, exemption from the op- 
eration of the conflict of interest statutes will depend upon the provisions of 
the statute and regulations under which the appointment is made. 

10. Each department and agency having a unit of the Executive Reserve shall 
report annually to the Director of the Office of Defense Mobilization regarding 
the organization, training, and state of readiness of its Executive Reserve unit, 
indicating its size, composition, and representation, together with recommenda- 
tions thereon. 

OFFICE OF DEFENSE MOopsILIZATION, 
ARTHUR 8S. FLEMMING, Director. 


Question. Section 5 of the executive order provides that “activities of persons 
by reason of designation as Executive Reservists under this order shall not in- 
clude acting or advising on any matter pending before any department or agency 
but shall be limited to receiving training for mobilization assignments under the 
Reserve program.” 

So, if it is necessary for a Reservist to take any action or engage in advising 
or consulting, he must first be placed in some other status, either a salaried job 
or a WOC or a consultative position? 

Answer. Yes. 

Question. Is this made abundantly clear to the Reservists and those he deals 
with? 

Answer. Yes. 

Question. For instance, if he becomes a WOC, he will then have to file a state- 
ment of his financial interests? 

Answer. Yes. 
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Question. Or, for instance, if he becomes a regular full-time salaried employee, 
he will be subject to all the conflict of interest statutes? 

Answer. Yes. 

Question. Under these circumstances, do you think it is necessary or desirable 
to require Executive Reservists to file a statement of their financial interests? 

Answer. No. 

Question. Do you think such a requirement would hinder the Executive Re- 
serve program, and might in fact result in more appointments as WOC’s and 
less as Executive Reserves? 

Answer. Yes. 

Question. What kind of training do the Executive Reservists get; lectures, 
talks, conferences, or what? 

Answer. A variety of methods are used in training Executive Reserves. Some 
of them serve on various ODM advisory committees and receive information and 
training through these contacts. Others are brought in periodically for confer- 
ences and briefing on mobilization plans and programs. As many as are available 
participate in the annual Operation Alert conducted by ODM and FCDA with 
the participation of other departments and agencies. 

Since Executive Reservists are men highly qualified in their respective spe- 
cialties, we try to use the type of training that is best suited to their needs and 
the time they have available for training activities. 

Question. Would it be helpful to have authorization to send the Executive 
Reserves to the Army War College or to arrange for them to take the Industrial 
College of the Armed Forces correspondence course on mobilization problems? 

Answer. Yes. 

Question. Are you familiar with the voluntary agreement on foreign petroleum 
supply and with the amendments which Judge Barnes discussed in his supple- 
mental report of February 20, 1956? 

Answer. Yes. 

Question. Was it you who approved the agreement in June 1953 and made the 
formal request to the participants after the previous foreign oil supply agreement 
had been terminated by Attorney General McGranery ? 

Answer. The Director of ODM approved the agreement of June 1953 and made 
the formal requests to the participants. It should be noted, however, that the 
earlier agreement was not terminated by Attorney General McGranery, although 
in January of that year he had requested withdrawal of the requests to participate 
in that agreement. The early agreement was officially terminated by ODM in 
April and requests for participation in the new agreement were sent out in June. 

Question. In Judge Barnes’ February 20 report he stated that Justice “felt 
operations under the agreement raised real antitrust problems.” In his report 
he pointed out that these operations involved an exchange of information con- 
cerning current and future requirements of countries, capacities of various 
refineries, and information about pipeline systems; and that since the program 
was run by representatives of the various oil companies, this meant communica- 
tion of one competitor’s production estimates to another. He felt this was par- 
ticularly undesirable because the 14 agreement members included 5 of the prin- 
cipal defendants and 6 more of the alleged coconspirators, affiliates or subsid- 
iaries of defendants in the Government’s cartel suit. In that suit the prime 
offense alleged, according to Judge Barnes, is a division of world markets aided 
partially, at least, by information not unlike that discussed under the foreign-oil 
supply agreement. Do you agree with Judge Barnes that these operations raised 
real antitrust problems? 

Answer. The Congress assigned to the Attorney General the responsibility for 
approving all voluntary agreements under section 708, presumably so that he 
could examine the antitrust implications of each proposed agreement. Only his 
office can appropriately make determinations in this area and we would not feel 
competent to express an opinion on those specialized problems. 

Question. In Judge Barnes’ report he said that the agreement would be ter- 
minated unless certain amendments were made which I understand you and 
Interior and Defense have agreed to. Has the agreement been changed to incor- 
porate these agreements? 

Answer. The foreign petroleum supply agreement, as amended in accordance 
with the suggestions of the Attorney General, has been submitted to his office for 
approval. That approval has just been received and letters requesting partici- 
pation in the amended agreement will be sent to participants in the very near 
future. 
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Question. I understand one of these amendments is to eliminate the oil com- 
pany employees of the committee and to require that all persons working on the 
agreement, execpt members of the committee themselves, will be full-time salaried 
Government employees. Is this correct? 

Answer. The amended agreement provides that the chairman of the Foreign 
Petroleum Supply Committee and the chairman of each subcommittee shall be 
a full-time salaried employee of the United States Government. It also provides 
that the chairman “shall maintain such staff and other persons appointed by 
the Administrator as may be requisite to discharge the duties and functions 
conferred upon him pursuant to this agreement. The staff and other appointees 
shall be employees of the United States Government.” 

Question: I have a copy of Platt’s Oilgram for March 30, 1956. This states 
that the New York staff of the Foreign Petroleum Supply Committee will be 
back in business on April 2 as Government employees. It then states that the 
staff has been retained only on a 90-day basis and will be supplanted by a still 
to be recruited Washington staff once it clears up its work. Does this mean 
that the oil company employees who formerly were working under the agree 
ment and were criticized by Judge Barnes are still engaged on this work? 

Answer. We have not seen Platt’s Oilgram of March 30, 1956, but Interior 
Department informs us that the facts concerning the New York staff for the 
committee are as follows: 

Che oil companies employed people with specialized knowledge to do the staff 
work on the committee reports. At the time the Attorney General suggested 
amendments to the agreement most of the work on two voluminous reports had 
been completed and it was desirable that the staff familiar with them should 
complete the work. In order to follow the spirit of the proposed amendment 
those staff employees were hired by the Department of the Interior on a salaried 
basis. 

Question. The Defense Production Act amendments of 1955 required the At- 
torney General to review outstanding agreements within 90 days after the en- 
actment of the amendments on August 9 The Attorney General was unable 
to reach any conclusion on the foreign oil supply agreement and the tanker 
capacity agreement until February 20, 1956, more than 6 months from August 9. 
Can you give us any explanation for this delay? 

Answer. The time consumed in revising the foreign petroleum supply agree 
ment and the tanker capacity agreement in accordance with the Attorney Gen- 
eral’s views can be attributed to the complicated assessment of the defense and 
antitrust factors assigned to him by the statute. In order to weigh the effect 
of these factors the Attorney General was required to collect and study extensive 
information on the defense aspects of these agreements with which he was 
naturally not familiar. He recognized the importance of these factors, and the 
process of developing amendments which would give due weight to them and 
still meet his antitrust objections was time consuming. 

Question : In Judge Barnes’ supplementary report of February 20, he said the 
part of the foreign petroleum supply agreement relating to the preparation of 
plans of action for allocating petroleum supplies was inactive at the present 
time and would be left in force pending receipt of any future plan of action, 
which would have to be submitted to the Attorney General for approval. In 
his report he also said that the voluntary agreement relating to tanker capacity 
was also not being used at the present time and would be retained in standby 
condition. The 1955 amendments to the Defense Production Act limited future 
voluntary agreements to agreements relating to military procurement. Don’t 
you think that the prohibition on future nonmilitary voluntary agreements 
would apply to future allocation programs under the foreign oil supply agreement 
and the tanker capacity supply agreement? 

Answer. We do not believe that the prohibition in the amended statute against 
future nonmilitary voluntary agreements would apply to the emergency alloca- 
tion programs under the foreign petroleum supply agreement and the tanker 
capacity agreement. The Attérney General obviously would not have approved 
the amended agreements with those emergency provisions had he not been con- 
vineed that the Congress considered the emergency provisions to be an integral 
part of agreements duly approved prior to the enactment of the Defense Produe- 
tion Act amendments of 1955. Emergency agreements under those provisions 
would not be new agreements within the meaning of section 7O8. 


Senator Frear. Do you have other statements that you would like 
to make ? 
make ? 
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Dr. Fiemmine. I do not have anything further to present, Mr. 
Chairman. 

Senator Frear. May I assure you again that we are happy to have 
you here this morning, Dr. Flemming, giving us the opportunity of 
presenting our questions to you. Thank you very much. 

The subcommittee will stand in recess until Wednesday morning at 
10 a.m. 

(Whereupon, at 11: 48 a. m., the subcommittee recessed, to reconvene 
at 10 a. m., Wednesday, April 25, 1956, in room 301, Senate Office 
Building.) 

(The material referred to on p. 21 follows :) 


DEFENSE PROCUREMENT AND SMALL BUSINESS 
Report to the President and to the Congress by Office of Defense Mobilization 


This report is submitted pursuant to section 5 of the Defense Production Act 
Amendments of 1955. 

This section requires the Office of Defense Mobilization to investigate the dis- 
tribution of defense contracts with particular reference to the share of such 
contracts Which has gone and is now going to small business, and to make a report 
to the President and the Congress, within 6 months, containing the following: 

(i) A full statement of the steps taken by the Office of Defense Mobiliza- 
tion in making investigations required by this subsection: 

(ii) The findings of the Office of Defense Mobilization with respect to the 
share of procurement which has gone and is now going to small business ; 

(iii) A full and complete statement of the actions taken by the Office of 
Defense Mobilization and other agencies to increase such small business 
share; 

(iv) A full and complete statement of the recomemndations made by the 
procurement agencies and other agencies consulted by the Office of Defense 
Mobilization ; and 

(v) Specific recommendations by the Office of Defense Mobilization for 
further action to increase the share of procurement going to small business. 


(i) A full statement of the steps taken by the Office of Defense Mobilization in 
making investigations required by this subsection 

Upon passage and approval of the Defense Production Act Amendments of 
1955, the Director of the Office of Defense Mobilization communicated with the 
agencies most directly concerned with defense procurement requesting them to 
appoint representatives to work together on this problem with the representa- 
tive of the Office of Defense Mobilization. The following agencies were con- 
tacted: Department of Defense (including the military departments), Small 
Business Administration, Department of Commerce, Atomic Energy Commission, 
and General Services Administration. 

The scope of the required report was examined by this group of representa- 
tives and agreed upon. Each agency was requested to submit an outline of the 
material, including statistical data, which it could provide within its area of 
concern. These outlines were received and approved and in the course of time 
the data was submitted by the agencies to the Office of Defense Mobilization. 
Numerous informal discussions were held, representatives of the agencies clari- 
fied points of issue and data submitted, and appropriate additional material was 
requested and supplied. Representatives of the Department of Defense and 
the Small Business Administration were of assiStance in analysis of the sta- 
tistics, the background of each problem, and the administrative policies and 
procedures which had been adopted. Discussions were also held with repre- 
sentatives of the Bureau of the Budget and the Department of the Interior and 
the Department of Agriculture. 

Representative private small-business associations were asked to submit their 
recommendations on how the small-business share of defense procurement might 
he increased. The replies received were considered carefully. 

All of the recommendations which had been received from all sources were 
discussed at another joint meeting of representatives of the agencies so that 
their points of view might be obtained with respect to them. The Office of 
Defense Mobilization staff then prepared this report for submission as required. 
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(ii) The findings of the Office of Defense Mobilization with respect to the share 
of procurement which has gone and is now going to small business 

Defense procurement is one important aspect of the problem of maintaining 
a healthy small business segment of our economy. The major purchaser of 
materials for the Government is the Department of Defense. Its primary re- 
sponsibility as a purchaser is obtaining military goods of high quality, expediti- 
ously, and at the lowest cost. 

The economic impact of this procurement has become so substantial in recent 
years that a secondary respousibility has emerged—that is to assure that the 
effect of military purchasing does not alter historic economic patterns by 
strengthening large industries at the expense of small. The Small Business 
Administration, with respect to procurement, can advise and assist, but the 
Defense Department’s responsibility for actual procurement basically controls 
the solutions to the problem. The emergence of the problem of the economic 
impact of defense purchasing has made necessary a relatively recent recog- 
nition by the Defense Department of its responsibility and its acceptance of this 
responsibility. 

The definition of “small business” used here is that designated by the Small 
Business Administration for use in procurement and upon which the statistical 
data has been based over the past 5 years—a business employing, including 
employees of affiliates, fewer than 500 persons. The definition is obviously 
arbitrary. What is small for one industry, e. g., aircraft, may be large in 
another. The difficulties created by the necessity of a compromise definition 
have been recognized. Small Business Administration recently published a 
more flexible proposed definition in the Federal Register which is still tentative. 
To qualify as a small-business concern for this purpose, the criteria set out 
below must be met. It must— 

(a) Be nondominant in its field of operation ; and 

(6) Employ fewer than 500 employees, including the employees of all 
affiliates ; or 

(c) Have been certified as a small business by the Small Business 
Administration. 

The statistical data, set forth in detail below, is suggestive of trends and 
orders of magnitude in major procurement areas. In our opinion they have 
been collected over too short a pericd of time to justify clear conclusions as to 
small business’ legitimate share in defense procurement, or how it may be 
expected that this share will readily be increased. This is especially clear in 
connection with the subcontracting problem and even in attempting to ascertain 
the comparative effects of advertising versus negotiation in the placing of con- 
tracts. As there is no ready solution, only a trial and error method of accom- 
plishing the desired results is feasible. 

Defense Department procurement.—The gross figures indicate that small busi- 
ness has received 19.1 percent. of Defense Department prime contracts placed 
in this country over the past 5 full fiscal years. New procurement, at least 
over the last 2 full fiseal years, has been maintained at a rate of about 18 
pereent. The figures indicate that over this period no appreciable progress has 
been made in expanding small business’ share but that this varies from year 
to year depending on the volume of procurement and the product mix. 

Short-term figures may receive an emphasis disproportionate to their signifi- 
cance. An illustration of this is the fiscal year 1954 figures on net procurement. 
In fiscal year 1952 and fiscal year 1953 the net value of Defense Department 
procurement was $41,248,900,000 and $28,394 million. In fiscal year 1954 this 
procurement dropped to $11,563 million. There were heavy cancellations and 
terminations ; and this combination resulted in a high percent of small-business 
procurement. The volume of procurement of housekeeping items, most readily 
obtained from small business, tends to be more constant than that of complex 
weapons which are generally supplied by larger concerns. Thus the small 
business percentage share tends to be higher in times of diminished procurement 
and lower in times of heavy procurement. 

Variations in rates of cancellations and other credit actions obscure the mean- 
ing of net awards figures unless such cancellations are related back to the years 
in which contracts were originally placed. This is because cutbacks more often 
take place in connection with large contracts for expensive and complicated 
weapons placed with larger concerns. No practical method has thus far been 
devised by the Defense Department for reallocating cancellations retroactively 
to the period of the original debit action because the obligations are a legal com- 
mitment of the Government until actually canceled and also because a single can- 
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cellation often relates to several purchase actions made at different periods of 
time. Over a long period this will of course, average out, but in a period of 
sharply diminishing new procurement the impact of cancellations on the smal) 
business percentage may be significant. Thus, in fisca] year 1954 cancellations 
reached a rate of 31.2 percent (as compared with 20.4 percent in fiscal year 
1955)—a factor contributing to a Statistically high percentage share, though 
smaller dollar amount, awarded to small business in fiscal year 1954 than in fisea] 
year 1955. 

Discussion of the small business percentage share immediately suggests the 
question of what is a “fair’’share, Census surveys indicate that between 1947 
and 1951, the percentage of manufacturing employees who worked for companies 
employing fewer than 500 persons decreased from 41.6 to 40.8 Percent of the 
total, and a continuation of this trend in 1952 has been noted. The value added 
by manufacture by such firms dropped from 38.8 to 34.8 percent of the total 
value added by all manufacturing concerns. It should be hoted that these figures 
include production of materials and parts that would be comparable to military 
subcontract work. The percentage of finished products might weil be less, The 
productive capacity of smal] business, defined as firms employing fewer t} on 
00 persons, represents a decreasing Proportion of the total, at least during that 
period. It is thus hecessary to place an increasing share of Government procure- 
ment with this decreasing broportion to obtain a break-even record of the totu| 
share going to Small business. 

These apparently small percentage differences conceal that the order oj mag 
nitude in dollar volume is large. Variations not only in volume and produet mix 
of procurement, but also in credit actions, are capable of producing variations of 
several percentage points of the tota] procurement, and more in combination. 
What annual percentage increase in the total awards to small business it is rea- 
sonable to expect is Clearly debatable. At present rates of procurement of $14 
billion per year, a l-percent gain represents $140 million. Sudden and dramatie 
changes at least are hot to be expected. Defense Department figures indicate thai 
small business receives 72 percent of What is within its potential to produce. 
Dividing this percentage into the 19 percent overall gross procurement figure 
sugeests that this potential is somewhere in the range of 25 to 30 percent, vary- 
ing with the product mix and the volume. That this is reasonable is indicated 
by the fact that in the hard-goods field, in which substantial procurement takes 
place, the proportion of total] output accounted for by small firms is between 
25 to 30 percent. 

The trend toward more complicated weapons in a period of rapid technologies] 
“evelopment, and the consequent acceptance of the Wweapons-system concept- 
by which one major prime contractor is made responsible for the delivery of 
the finished product—has created a noticeable tendency to place the responsibility 
for the development and production of such weapons in the hands of major 
producers. This. in turn, suggests that the small-business share in prime- 
contract awards will be reduced while it concomitantly places sreater emphasis 
on the need for a compensatory subcontracting program. There js some evi- 
dence that renegotiation policies, Which penalize concerns with substantial 
subcontracting programs, run counter to this objective. 

The obvious problem is the gradual increase in sSinall-business participation 
in the procurement process by locating new Sources of production. as prime 
and subcontractors. by breaking down procurement and simplifying procedures 
SO that it is easier for small business to compete on a hegotiated or competitive 
bid basis. 

Expectation of dramatic results wil] inevitably be disappointing. The gradual 
trial and error process will bring the most Satisfactory results in the long run, 
and in this respect the Defense Department, With the assistance of the Small 
Business Administration. has been making progress. The Department's improved 
liaison with the Small Business Administration, its broadened set-aside pro- 
cram, its programs to indoctrinate contracting officers and others responsible 
for procurems nt, its attempts to simplify procedures, its limiting procurement 
on emergency basis. are solid gains in the desired direction. Time is obviously 
necessary to test the effectiveness of these new programs. In the meantime 
other steps might be taken, as suggested in the recommendations. 

Prime contracts.—We find that during the 5 fiscal years of 1951 through 1955 
small business has received an average 19.1 percent of the total] of Defense 
Department prime-contract procurement, The percentages and net Value of 
procurement for each of these years are set forth below : 
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TABLE 1.—WMilitary prime contracts with business firms for work in the 
United States 
Net value in millions 

Fiscal Fiscal Fiscal I al Fiscal 
year year year veal yeal A verage 

1951 1952 1953 1954 1955 
l otal $30, 785 $41, 248 328, S04 $11, 56 $14, 752 2 is 
Smal] business $6, 436 $7, 064 $4. GOR $? 90] $3 214 $4 845 
20.9 17.1 16. 2 25 21.8 19. 1 


Percentage 
Source: Department of Defense 


The share of defense procurement going to small business in terms of new 
business will be more readily understood by examination of the following table: 


ante 2.—WVilitary prime contracts with business firms for work in the United 
States—Value of new ‘procurement actions, cancellations, and net value of 
procurement actions with all firms and small firms, by 6-month periods, 
January 1953 to June 1955 


Amounts in millions] 


1953 1954 
19 
ll bus tio 
inuary t J to Januar ) J y to la 
June Decembe Tune De he Jur 
W nent (debit action 
Vith business firms, total $20, 922 $6. 573 $10. 270 e> Of6 | ¢ 4 
th small business firms $2, 977 $1, 225 $1, 851 $1 268 | 2 Of 
Small business percentage 14.2 18. 6 Q | Q ) 
cellations (credit actions 
With business firms, total $2, 633 $2, 329 $2. 951 $1. 859 ¢1 919 
With smali business firms $150 $73 £102 S46, $7] 
Net total value 
With business firms, total $18, 289 $4, 244 $7, 319 $6, 107 $8, 645 
With small business firms $2, 827 $1. 152 ¢1 749 $1. 299 €1 992 
=I ll] business percentage 15.5 27.1 23.9 20. { 23. | 
Sours Department of Defense, Office of Assistant Secretary of Defense (Sup) Logistic Oct. 4 


It will be noted that new small-business procurement has declined though 
not significantly, between the last 2 full fiscal years, as follows: 18.3 percent in 
fiscal year 1954; 17.9 percent in fiscal year 1955. 

Based on the net total of all actions represented in table 3 during fiscal 
years 1953 through 1955, small business has received an average of 16.3 percent 
of the net value of procurements of $10,000 and over and 65 percent of procure- 
ment of $10,000 and under. It must be pointed out, however, that actions 
under $10,000 include purchases from distributors which may or may not repre- 
sent small-business production. 
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TaBLe 3.—Department of Defense military prime contracts with business firms 
for work in the United States—Number and value of procurement actions over 
and under $10,000, fiscal years 1953-55 


Number | Net value (millions) 


Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal 
year 1953 year 1954 year 1955 | year 1953 | year 1954 | year 1955 


Total 2, 795, 142 2, 792, 473 3, 319,490 | $28, 304 $11, 563 | $14, 752 


$19,000 and over ‘ 83, 325 48, 404 74, 485 27, 134 | 10, 268 13, 608 
Under $10,000 2, TU, 817 a 744, 069 3, 245, 005 1, 260 4 295 1, 144 


Small business firms 2,096,167 | 2,124,931 | 2, 387, 120| 4608; 2901| 3,214 


$10,000 and over 43, 885. 24,837!  34,858| 3,776| 2,086| 2,455 
Under $10,000 z 2, 2, 052, 282 2, 100, ( 094 2, 552, 262 | 


Large business firms. ------- ol 698, 975 667, 42 732, 370 ‘ 23, 736° 
$10,000 and over ¥ anemia 39, 440 i 23, 567 | 39, 627 | 23, 358 | 8, 182 
Under $10,000 sibaben cane 659, 535 643, 975 | 692, 743 428 


Source: Office of the Assistant Secretary of Defense (Supply and Logistics), Oct. 21, 1955. 


Table 4 outlines the percent of net total value of procurement actions awarded 
to small business firms for fiscal years 1951-55. 


Taste 4.—Military prime contracts with business firms for work in the United 
States—Percent of net total value of procurement actions awarded to small 
business firms, fiscal years 1951-55 


Small business percentage of net total value 


Category | | 7" ‘a i : oN] 
| Fiscal | Fiseal | Fiscal | Fiscal | Fiscal 
| year 1951 | fecamleone: year 1953 year 1954 | | oar 2856 





All actions ae Were 1 | .9 | , 16.2 25.1 | 





Army oa ees 30.5 | ; 36.5 76. 5 
Navy ss an ain cal ; .d 19.9 21.7 
ROE, oa dc cnintecoiene . . " 4.3 
ASPPA !_. msielsnenaisiuabaiteials .8 ; 5 14.2 





Actions of $10,000 and over__.... 13.9 


Army : | 32. 5 

Navy a 18.3 

Air Foroe..._--. | ) 3.4 
5 | 14.2 | 


66.0 
Army i 67.8 
Navy a se let @) 61.6 
Air Force (?) 64.8 
ASPPA! (2) 48.0 | 











1! Armed Services Petroleum Panag Agency. 
2 Not available. 


ee Department of Defense, Office of the Assistant Secretary of Defense (Supply and Logistics, 
Tov. 21, 1955). 


The higher percentages reported by the Army are understandable in terms of 
the composition of its procurement, in which are included construction and sub- 
sistence items. In addition, the Army buys many of these items for the other 
military departments. It will be noted that in fiscal year 1954, the Army percent- 
age awarded to small business was 76.5 percent—an extraordinary figure by com- 
parison with other years and services. As indicated earlier, this reflects sub- 
stantial cutbacks in heavy military equipment and a consequent change in the 
procurement product mix with emphasis on housekeeping and subsistence items 
which are especially appropriate for small business procurement. The follow- 
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ls ing chart (No. 1) indicates the value of procurement awarded to small business, 
r and its relationship to total procurement by the technical services within the 
Department of the Army. These charts also reflect that the shifts in the size of 
the various programs and in small business share are different. This difference 
or variation affects the overall percentage of procurement from small business 
and makes difficult a selective evaluation. 
- Analysis of small business percentage by procurement programs in terms of 
; net value of procurement actions of $10,000 and over for fiscal years 1953 through 
5 1955 is shown in chart 2. It is to be noted that the major dollar yolume of pro- 
, curement is on the bottom half of the chart, e. g., aircraft, ships, etc. 
52 ; Advertising and negotiation.—Much has been said about awards to small busi- 
2 ness through the machinery of advertising and negotiation. Table 5 breaks down 
4 7 the Department of Defense military prime contracts on the basis of the number 
» and net value of advertised and negotiated procurement actions for the 5 fiscal 
4 > years 1951 through 1955. 
55 , 
9 » Taste 5.—Department of Defense Military prime contracts with business firms 


for work in the United States—Number and value of advertised and negotiated 
procurement actions by fiscal year, fiscal years 1951-55 


Number | Net value (millions) 


' ne 
4 toes: « wi 


Category Fiscal | Fiscal | Fiscal | Fiseal | Fiseal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal 


1 : year year year year year year | year | year | year | year 








‘ 1951 1952 1953 1954 1955 1951 1952 1953 1954 1955 
i és cls ek A a ON olen tees tea el ies Din anit cs 
1 4 Total c .|2, 570, 5, 142}2, 792, 473) 3, 319, 490] |$30, 785| $41, 248/$28, 394' $11, 563) $14, 752 
I $ Advertised. 179, 124 "189, 181) 210, 240 202, 128) 250, “eai| 3 720 4, 479; 3,089 1, 789| 2,386 
: Negotiated. 2, 391, 218) 2, 857, 795) 2, , 584, 902 2, 590, 345) 3, 068, 863 27,065) 36,769) 25,305) 9,774) 12,366 
i Small business firms.}1, 875, 920/2, 234, 4302, 096, 167 2, 124, 931/2, 587,120; 6,436) 7,064) 4,608; 2,501) 3,214 
2 _ —}—~-- ——| —-- ——} ~ —- - -— — 
t Advertised __- 133, R05 146, 727; 171,074; 169,935 210, 269 1,799; 2,545) 2,035; 1,150 1, 501 
- Negotiated - 1, 742, 115|2. , 087, 712 1, 925, 093 1, $54, , 996)2 2,376,851; 4,637) 4,519) 2,573) 1,751; 1,713 
Large business firms! 694, 422 812, 537) "6 98, 975 } 667, “542 732, 370) 24,349, 34,184 23, 786 8, 662 il, 538 
; ellen cunaiaiie ates a oanutnoiil -_ EE 
- Advertised... __ 45, 319 42, 454) 39, 166 32, 193] 40,358) 1,921 1, 934 1, 054 639 R85 
Negotiated.....| 649, 103} 770, 083) 659, = 635, mer 692,012) 22,428) 32,250) 22,732) 8,023 10,653 
' i | 





rt 


Source: Office of the Assistant Secretary of Defense (Supply and Logistics), Nov. 2, 1955. 


Tables 6, 7, and 8 disclose similar information with respect to the several mili- 
tary departments. 


TABLE 6.—Department of the Army military prime contracts with business firms 
for work in the United States—Number and value of advertised and negotiated 
procurement actions by fiscal year, fiscal years 1951-55 


wie nicl, <M ile itt ea 4 SB 








} Number Net value (millions) 
) \- ecco ipa aT 
» 7 ote “ | | | | 
: Category | Fiseal | Fiscal | Fiscal | Fiseal | Fiscal | Fiscal | Fiseal | Fiscal | Fiscal | Fiscal 
) is year year | year year | year | war year year year year 
| 1951 | 1952 | 1953 | 1054 | 1955 | 1951 | 1952 | 1953 | 1954 | 1955 
_—$_—— ——E 7 — _ — + — a — ee —_-——- = 
Tothsce..a --|1, 358, 869 1, 519, 0221, 353, 662)1, 380, 399 1, 561, 689 314, 631 $18, 704) $7,077) $1, 946) $4, 302 
Advertised -.| 104,893) 117 7, 522 115, 047 95, 175} 120,424; 2,680) 3, 298 2,153) 1,117) 1, 584 
Negotiated __-__|1, 1, 258, 976/1, 401, 500/1, 238, 615!1, 235, 224|1, 441, 265| 11,951) 15,411) 4,924, 829! 2,718 





Small business | 














SR... ig acantins 1, 029, 805) 1, 162, 1011, 034, 928! 1, 018, 348/1, 232, 875! 4, 362; 3,960' 2,583) 1,488) 1,834 
Advertised ____- 77, 718 "90, 851 "92, 829 79, 551 103, 971 1,251; 1,757) 1,315 682 999 
Negotiated ___. -, 087/1, 071, 250; 942,097, 938, 797)1, 128, oe 3, il 2,203; 1, 268 806 835 

Large business | my or Pa mel« ; 2 

firms ---------| 820,064) 356, 921. 318, 736, 312,051! 328,814) 10,269 14,744) 4,693 476| 2, 468 ; 

Advertised.....| 27, 175| 26, 671) 92, 218 15,624) 16, 453) ‘L, 429 1,536 838) 435 585 


Negotiated_....| 301, 889) 330, 250 296, 518) 206, 437 312, 361 8, 840 13, 208; 3, 655 23; 1,883 





5 me — —— 


Source: Office of the Assistant Secretary of Defense (Supply and Logistics), Nov. 2, 1955. 
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SMALL BUSINESS PERCENTAGE BY PROCUREMENT PROGRAMS 
NET VALUE OF PROCUREMENT ACTIONS OF $10,000 AND OVER 
FSCAL YEARS 1953-955 
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TABLE 7.—Department of the Navy military prime contracts with business firms 
for work in the United States—Number and value of advertised and negotiated 
procurement actions by fiscal year, fiscal years 1951-55 


Number } Net value (millions) 


“al | Fiscal | Fiscal | Fiscal Fiscal | Fiseal! Fiseal! Fiscal Fiscal | Fiscal 
vear vear year year year | vear vear | year vear | vear 
1951 1952 1953 1954 | 1955 | 1951 | 10952 1953 | 1954 L 1955 


5,178) 776, 419| 661,670) 627,923) 749,893) $7, 082)$10, 172) $6 » 707 $3, 640! $3, 922 


50,363) 43,849) 52, 506 55. 796 al, 736 960 714 25 474 
624, 815 732, 570 609, 164) 572,127; 688,365) 6,346; 9,212) 5,993) 3,215) 3,448 


466, 312) 532,390) 473, 813) 457,906) 552, 7% , 104) 2,375 , od t 750 


38, O89 34, 662 3, 9 54 45, 644 47, 98 27 BH 5 332 317 
428, 223) 497, 728 429, 859 412, 262; 504, 1 767 »710 3 45 433 


208, 866) 244, 029 7, 857 170, 017 97, 814 5, 7,797; 5,37 2, 85 3, 172 





12, 274 9, 187 8 10, 152 3, 5 3 295 5 5 157 
196, 592) 234, 842) 179,305) 159,865) 184,237, 5,579) 7,502; 5,220, 2,757) 3,015 


a, 404 
| 


Source: Office of the Assistant Secretary of Defense (Supply and Logistics), Nov. 2, 


Taste 8.—Depariment of the Air Force military prime contracts with business 
firms for work in the United States—Number and value of advertised and 
negotiated procurement actions by fiscal year, fiscal years 1951-55 


Number Net value (millions) 


niente —— orem Berne cern a arene angina 


| | | 
Fiscal | Fise: . Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal 
year yea year | year year year | year | year | year | year 
1951 1952 1953 |} 1954. | 1955 1951 | 1952 | 1953 | 1954 1955 
|. | | | 


on — — _——|_-——— 


778, 675) 833, 375) 1, 006, 593 702)$11, 943) $14, 034 $5, 556| $6, 170 
— a wi | eee 

oo , 40 , 412) 42,466) 50, 846 68, 79} 144) 214| 150) 197 
Negotiat : 512, 03% 723, 068} 7 736, 209) 782,529) 938,515) 8,5 23| 11, 799 13, 820; 5,406) 5,973 


750, 


alan 


Small business firms_..! 379, 539, 464) 586, 040) | 648, 3, 312) ‘801, 558 61| | 695| 609) 


Advertised 7, 81 20, 969) 34, 153 5 58, OS 110) 103 156 105 


Negotiated __- 361, 682) 518, 495| 552, 796 , 735 743, 525 751) 592 453 452 


Large business firms - 156, 031 211, 016 191, 726| 185, 063) 205, 03 7,841) 11, 248) 13, 425 4, 999) 


—— ——| _ 


Advertised : 5, 680! 6, 443) 8, 313) 6, 269 10, 048 69 41 58} 
Negotiated_.__- 150, oa 204, 573) 183, 413, 175, 794, 194,900, ¢, 47 


¢,¢+a Al, 207; 13, 367 


Source: Office of the Assistant Secretary of Defense (Supply and Logistics), Nov. 2, 1955. 


With respect to Army procurement it will be noted that of the net total 
value 23 percent of the contracts were placed by advertising and competitive 
bidding, and 77 percent were negotiated. Furthermore, of the net total adver- 
tised, small business was awarded 55 percent and of the net total negotiated 
the awards total 23 percent. In the case of the Navy, of the net total 11 percent 
was placed by advertisement and 89 percent by negotiation. Further, of the 
net total advertised small business was awarded 70 percent as compared with 
11 percent awarded to small business from the portion negotiated. In the 
case of the Air Force, of the total procurement over a 5-year period only 2 
percent was placed by advertisement and 98 percent was placed by negotiation. 
Of the net total advertised by Air Force small business was awarded 70 percent 
in value of the contracts and of the 98 percent negotiated small business was 
awarded 5 percent. 

These figures convey the implication that small business does better when 
the machinery of advertising and competitive bidding is used. This may, indeed, 
be the case. But an analysis of more statistical data than is currently available 
is necessary for the purpose of determining realistically the extent to which the 
negotiation process favors larger business concerns. 
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In this connection, it appears that many small actions are negotiated, as 
well as actions in the sole or limited source category, for which the advertise- 
ment process would be too cumbersome and costly. This accounts for a large 
number, although probably not a large dollar volume, of procurement actions. 
At the other extreme, there are many large experimental products to be developed 
for which the specifications are neither certain nor complete and which cannot 
be broken down to be made suitable for awards to small business. The partial 
joint determination program, about which more will be said below and which 
provides for setting aside certain procurement deemed within the small business 
potential, is itself a negotiated process. Even in the processing of total set- 
asides, a form of restricted advertising is used, which is a form of negotiated 
procurement. 

It appears, further, that often the same bidders’ lists are used for advertising 
and for negotiation, the difference being that in the one case those on the 
list are asked if they want to bid, whereas, in negotiation, those on the list 
are requested to submit proposals. There is, in actual fact, little differenc 
in the publicity which surrounds these actions. The major difference is that 
in negotiation it is not necessary to accept the lowest bid and an effort can 
pe made to obtain a better offer, price, and other factors considered. As a 
matter of practice, on the other hand, it is hard to determine whether the bidders’ 
lists are compiled and used as was intended. In all probability advertising 
is used when an adequate number of competitive sources are known to be 
available and negotiation when they are not. Thus the considerations that 
tend to use of the advertising process—the existence of a variety of sources— 
in themselves tend to publicity. 

The following table, covering fiscal year 1855, may have some significance. 


TasLe 9.—WMilitary prime contracts with business firms for work in the United 


States—Net value of advertised and negotiated procurement actions, by De- 
partment and by type of procurement, July 1954 to June 1955 


[Amounts in millions} 


Suitable for small 





business , ded t ut 
Department and type of procure t Total —_ . 
4 : Percent : I 
mount of (} An 
( b, j f 
Total... $14, 752 $4, 642 1.5 $3, 214 21.8 69.2 
Advertised... 2, 386 2, 024 84.8 1, 1 62 9 roe 74. 2 
Negotiated . 12, 366 2,618 21.2 1,713 13.9 
Army, total... a 4, 302 2, 7a 63.4 1, 834 42.6 2 
Advertised__...__- 1, 584 1, 387 87. 5 999 63.0 72 
Negotiated__.. pb 2, 718 1, 343 49. 4 R35 30.8 2 2 
NTT. TI ttreeen ttensimnatineanied ad ania 3, 922 1,017 25. 9 750 19. 1 73 
Advertised................ 2s 474 306 83. 5 317 66. 9 80. 1 
Negotiated.............. Jit Tin eaens 3, 448 621 18.0 } 433 | 12. 6 69. 7 
Air Force, total_- 76 ) 70. 4 
Advertised___- aa aes 148 75.1 80 
pS eee 428 7.2 67. ¢ 
ASPPA, tetel.. .Lei8j Bas aie 54 15.1 70. 
I cienicihinn caste main 1 | 6 42.7 7 28. 2 66. 1 
PO ite oot no cnminneonane .| 227 21 9.3 17 7.5 81.0 


Source: Office.of Assistant Secretary of Defense (Supply and Logistics). 


It will be noted that of the amount deemed suitable for performance by small 
business and which was awarded by advertising, 74.2 percent was awarded to 
small business: and of the amount deemed within the small business potentia! 
and awarded by negotiation, 65.4 percent was awarded to small business. The 
percentages shown for the Army, Navy, Air Force, and ASPPA reveal a lesser 
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disparity between the amounts placed by advertising and by negotiation than 
appears from overall figures which include big dollars not in the potential, with 
a larger percentage of awards by negotiation to large business. In fiscal year 
1954 the percentages were 78.1 by advertising and 67.4 by negotiation. 

These qualifications are cited to indicate the possibility that the question of 
advertisement versus negotiation and its effects on small business awards re- 
quires a good deal more scrutiny before general conclusions can be arrived at 
and more statistical data along these lines will have to be obtained before such 
conclusions can be reached. It may well be that the major problem lies in 
broadening present determinations as to which concerns should be considered 
potential suppliers, for various programs, rather than the process (advertisement 
versus negotiation) of procurement. In any case, the Defense Department has 
wisely moved in the direction of limiting procurement by negotiation by limiting 
the use of section 2 (c) (1) of the Armed Services Procurement Act. Whether 
this goes far enough it is too early to tell. 

Joint Determination Program.—The joint determination program is based on 
section 214 of the Small Business Act and was begun in August 1953. It was 
codified in March 1954 with the issuance of Defense Department instruction 
4100.9 which was revised on November 14, 1955. Under the revised program 
representatives of the Small Business Administration will be afforded, on request, 
when the directive is fully implemented, an opportunity to review proposed 
procurements of $10,000 and over, including classified procurement, and to make 
recommendations concerning them including proposals that they be exclusively 
or partially set aside for small business concerns. The directive sets forth cir- 
cumstances under which total and partial small-business set-asides may be made 
and establishes a procedure of procurement in such set-asides. 

Table 10 shows military procurement and joint determination statistics for 
fiscal years 1954, 1955, and 1956 (partial), or the entire period in which the 
program has been in effect. 


TABLE 10.—Tabulation of military procurement and joint determination statistics 
for fiscal years 1954, 1955, and 1956 








y te 7 | Fiscal year 1956 
Fiscal year 1954 | Fiscal year 1955 | (first 5 months) 


ome Z | | 


Total military awards with firms within conti- | 

nental United States__- laine | 1 $11, 563, 000, 000 | ! $14, 752, 000, 000 $3, 981, 967, 000 
Estimated value of military procurements | | 

screened for possible set-aside. - sa | 24,005, 888,926 | 5, 465, 772, 785 | 3, 702, 787, 425 
Estimated value of military procurements set | 

aside for small business 2 247, 600, 812 | 386, 610, 589 162, 681, 880 


1 Net value of procurement actions. 
2 Includes 1 month (July 1953) of SDPA figures. 


Source: Smal] Business Administration, Procurement Assistance Division, Office of Procurement and 
Technical Assistance, December 8, 1955. 


It will be noted that of the total awards in fiscal year 1954, 34 percent were 
sereened for possible set-asides; 6 percent of those screened were set aside; and 
this was 2 percent of the total awards. In fiscal year 1955, 37 percent of the total 
awards were screened ; 7 percent of those screened were set aside; and this was 
2 percent of the total awards. Fiscal year 1956 figures were too incomplete to be 
comparable. There is, of course, a time lag between the set-aside action and 
the placing of the contracts. 

The figures in table 11 indicate the results of the joint determination program 
up to the recent changes on that program which have taken place. 
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TABLE 11.—Joint determinations (number and dollar value, from Aug. 1, 1958, 
through June 1955) 

Army Navy | Air Force | United States 
Number initiated by SBA-_-_-.------ cabin aaceee 2, 997 2, 265 709 | 5, 971 
Teeth RI oni tiie neiaghtnnegiontens $372, 631, 856 | $253,092,974 | $175,044,138 | $800,768, 968 
Number agreed to by the military_....._._.___- , 787 2, 153 | 605 5, 545 
Estimated value. --.-......--.-- .-------------| $312, 736, 796 | $219, 117, 438 $83, 260, 714 | $615, 114, 948 
Number rejected or withdrawn after agreement. | 319 168 | 129 | 616 
CLINE WU is odie ais ie etn chao noe | $87,654,176 | $41,546,772 | $96,624,478 | $225, 825, 426 
Number procurements awarded !__...........-- | 1, 570 | 1, 590 349 3, 509 
Wetininntee Wane 2 soa bi ie cc dd de clbcws-s le | $132, 945, 788 | $126, 686, 395 $35, 834,208 | $295, 466, 391 





1 These awards have resulted in 4,991 contracts to small firms. 
Source: Small Business Administration. 


The Small Business Administration reports further that the comparison of 
the period October 1953 to May 1954 with the period October 1954 to May 1955 
reveals an increase in the total new procurement awards of 17 percent. How- 
ever, in that period, the procurement set aside for small business under this 
program increased by 50.3 percent. It is probable that a portion of the awards 
to small business covered by the set-aside program were fundamentally suitable 
for small business procurement and would have been awarded to small business 
notwithstanding. 

The Small Business Administration is authorized by the Small Business Act 
to certify the competence of any small-business concern as to capacity and credit. 
Pursuant to Defense Department instruction 4100.9 contracting officers will 
accept these certificates as conclusive without requiring the small-business 
concern to meet other requirements with respect to capacity or credit except 
in case of grave doubt on the part of the contracting officer. The Small Busi- 
ness Administration reports that under this program 136 certificates have been 
issued and that the value of the contracts resulting from the certificates amounts 
to $15,171,754. (Table 12.) Doubtless the very existence of such an appeal 
procedure encourages care on the part of the contracting officers. 


TABLE 12.—Certificates of competency—Applications, issuances and rejections, 
December 7, 1955 


| | 








| | Applications 
Applications | Certificates | ° ee aun | +PPplications 
Fiscal year received issued - ot iol pending 
SOUR edn eee eee te as 78 | 40 35 | ee lt 
OGD 0ccindnianbetinmmattinenindinmohipneioareain 153 67 Te Wicasiginatibatontan 
SF Ue A anncctmecdttocderndapatensenas 53 | 29 24 1 
Rt ices hie bibcrntntivin dete ieke 284 136 | 147 1 
| 





Status of contracts resulting from certificates issued—Value, $15,171,754 


Status: 


HMumiber of wontrmbie Stem pleteds wii) eis i ie 54 
Number of contracts completed ahead of schedule____..--..-_-------~- 0 
Number of contracts completed on schedule___.-_-.___----.-----.--~-. 33 
Number of contracts behind schedule________---_---------_-----.-~--~- 25 
GConbracin: pet et SUN OR 5 cscicicgmewecQessh detente niente 12 
DE | I ii chris Stic tkdlndisinitidtie em etinintn witness 2 
Neen a caisidd ssienenerepnsielieesentsiitnag sonia one semaseneraneing 2 
a nteiehinnaempen emis tina niagioigptinnebeherea-cavouenen 6 
a. paral enehinianiipenatratensgientintsdlntedineninananaemanen 2 

ao 1 smalehehareanenensnerehenmnteepenindincures 136 


Source : Small Business Administration. 
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Subcontracting.—Up to this time there has been no Department of Defense re 
quirement that the military departments require prime contractors to report the 
extent of their subcontracting to small-business firms. Each of the departments 
has from time to time made informal and incomplete sample surveys which give 
some indication of the extent of their subcontracting. A new reporting program 
is currently being developed by the Department and may be in use in severa 
months. 

In the case of the Army, a previous informal survey of nine prime contractors 
who have contracts of $1 million or more, indicated that 37.2 percent or $360,246, 
851 of the defense dollars received by them has gone to small-business firms on a 

ubcontracting basis. 

In the case of the Navy, the result of selective subcontract studies in fiscal year 
5 indicates that of 38 prime contracts having a total value of $778,110,141, 
16.8 percent was subcontracted, but only 15.7 percent of the total dollar value 
was subcontracted to small business. 

A similar study in 1954 revealed that 21.7 percent of the value of the selected 
contracts was subcontracted to small business. A similar study in 1952 showed 
a fizure of 19.1 percent. 

The Air Force subcontracting report indicates that in the spring of 1953, the 
Air Force consolidated small-business subcontracting reports received from 97 
of its prime contractors who had received a total of 6,420 contracts with a face 
value of $15,557,000,000 since July 1950. This consolidation showed that thes 
prime contractors had placed (or expected to place) $2,366,000,000 or 15 percent 
directly with small-business concerns for components, assemblies, supplies, or 
services, and $5,765,000,000 or 37 percent with large subcontractors. As to the 
amount placed with large subcontractors, 690 subcontractors, reporting on $967 
million received from the prime, showed that they in turn had placed (or expected 
to place) $205 million or 21 percent with small-business concerns. These consoli 
dated reports, embracing a large segment of Air Force contractors but not going 
beyond the first two tiers, were presented to the Senate Small Business Com 
mittee at its hearings May 14, 1953. 

Early in 1955, the Air Force consolidated reports received from six of its large 
prime contractors, which showed that in “nsing wp” $637,328,000 of defense dol- 
lars in just the last 6 months of calendar 1954, these 6 concers had placed 
$151,504,000 or 24 percent directly with small-business concerns. An additional 
amount of $19,369,000 had been placed with small concerns by some of their 
large subcontractors, bringing to 27 percent the amount known to have gone 
to small business. 

Consolidation of reports of 3 Air Force prime contractors for recent 6-month 
periods (and not included in the statistics shown in the preceding paragraph) 
show that in “using up” $392,582,000 of Air Force dollars in those periods alone, 
$105,386,000 or 27 percent had been placed directly by the 3 primes with small- 
business concerns. 


16 


Also in the spring of 1955 the Air Force consolidated reports covering pro- 
duction of the first 1,000 B-—47 airframes, plus the jet engines and tail defense 
fire-control systems used on these B-47’s. This showed that 21.4 percent of the 
total Air Force dollars involved had been placed with small-business concerns 
by the prime contractors and their major subcontractors. 

A report from Boeing, Wichita, dated July 1, 1955, covers the distribution of 
2,138, million Air Force dollars on currently held contracts for B47 and B—-52 
models. The report shows that $293,035,000 or 14 percent has been or will be 
placed directly with 3,084 small-business concerns. Small concerns will also share 
in the approximately $1 billion placed by Boeing, Wichita, with large subcon- 
tractors, but no statistics are currently available to show what distribution they 
have made. 

Progress payments.—The following tables (Nos. 14, 15, and 16), which are 
self-explanatory, Summarize progress payments on prime contracts by procuring 
activities and by size of contracts at December 31, 1954. 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 §9 


rable 14.— Summary of progress payments on prime contracts at December 31, 


1954 (not including public-iworks construction) 


Total Defense 


Army Navy Air Fores 
. Departn 
Number of contractors with outstand- 
ing progress payments 292 384 552 1, 028 
Number of small-business contractors 
with outstanding progress payments 200 246 243 6x9 
Small-business percent of contractors 
with progress payments 68. 4 | 64 69 67 
Number ofcontracts with progress pay- j 
ments outstanding 437 | , 035 886 2, 358 
Number of small-business contracts 
with progress payments outstanding 261 | 402 370 | 1, 033 
Small-business percent of contracts | 
with progress payments 59. 6 39 $2 | 43.8 
7. Face amount of contracts with out- 
standing progress payments. - \$2, 007, 202, 232 |$11,396,233,839 |$15,092,657,000 |$28, 496, 093, 071 


s. Face amount of small-business con 
tracts with outstanding progress pay- 
ments . basial .-| $121, 705, 829 $513, 106, 010 $306, 708, 000 $941, 519, 839 
Small-business percent of face amount 
ofeontracts witb outstanding progress 





payments 6.1 4.5 2 3.3 
Progress payments outstanding $103, 567, 762 609, 580 |$1, 981, 900, 000 | $4, 438, 077, 342 
Progress payments outstanding with 

small business $22, 494, 705 $249, 443, 302 $38, 585, 000 $310, 523, 007 
Percent progress payments outstanding 

with small business : 21.7 10. 6 2 6. 99 


Source: Department of Defense 
TABLE 15.—Progress payments, by procuring activity, at Dec. 31, 1954 (not 
including public-works construction ) 


{All Air Force dollar figures are rounded to thousands] 








Small business | Other than small business 
} Face Progress 
~ ~ Numbe *rogress 

— amount | payments | * cen Face amount cite 

| aca of con- outstand- i ot of contracts outstandins 
— tracts ing , ; _e 

| | 

Chemical Corps cian 6 | $4,890, 413 | 4 $568 $3.46, 508 








23, 866, 739 3, 73% 


Engineers | 100 | 














| 5 iby « 

Ordnance ; | 43 35, 040, 547 | 34 | 1, 408, 327, ; 20, 438, 
Signal Corps = 111 56, 746, 009 | 10, 291, 431 103 463, 490, 923 56, 456, 462 
lransportation Corps 1 1, 162,121 | 231, 025 ! 5, 293, 986 49, 297 
BuShips (shipbuilding) 136 (317,341,040 |209, 451, 460 78 | 1, 482, 490, 628 759, 117, 3 
BuShips (other) - - -- a 96 | 68, 586,801 | 21,920,318 133 561, 043, 283 99, 855 ‘ 
BuAer.. pases neatlan as 57 | 57,141,141 | 7,818, 936 275 | 7,918, 873, 648 | 1, 129, 720, 561 
BuOrd aie mane 51 | 50, 079, 439 5, 730, H18 lll 905, 046, 453 110, 666, 726 
BuSandA.__- 27 | 5,464,192 1, 614, 700 7 2, O18, 483 1, 898, 856 
Bu Docks 1 | 3,146,726 | 453,939 
Marine Corps a. ae 5 | 1,987, 969 366, 3R4 ; 2 
ONR...... ‘ ad 16 5, 896,076 | 1,005, 746 | $ 1, 532, 108 199, 166 
ASO Philadelphia : 13 | 3, 462, 626 | 1,081, Ql 25 12, 123, 226 1, 707, 856 
{ir Materiel Command ; 370 |306, 708, 000 | 38, 585, 000.) 516 (14, 785, 949,000 | 1,943,315, 000 

Total oh eee td 1,033 |941, 519,839 (310, 523, 007 1,325 |27, 554, 573, 232 | 4, 127, 554, 335 


_ oe ee — a — ———— 
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TaBLeE 16.—Progress payments, by size of contracts, at Dec. 31, 1954 (not 
including public-works construction) 


[All Air Force dollar figures are rounded to thousands] 


Number of contracts with 
progress payments out- 
standing | 


Face amount of contracts with progress payments 
outstanding 





Contract price | 
| | nae lr 
Air | Defense | ‘a : |Total Defense 
Army [Nav Y| Force| Depart-| ere _ ce | Department 
| ment | | 





Less than $25,000- --| 36 25 79) 140 , 383 ; d $2, 290, 260 
$25,001 to $50,000___. 57 38 77 172) 2 2, 37: 5 | 2, 86: | 6, 351, 588 
$50,001 to $100,000___} 73 49 90} 212) \ . 3, . | 6, 252, | 15, 290, 307 
$100,001 to $200,000 __| 64 72 4. 220 7, 173 bi , 3 Ms 31, 904, 600 
$200,001 to $300,000 _ _| 31) 49) 124} > B | 2, 138, 898) ) | 30, 870, 754 
$300,001 to $500,000 _ _ | 44, 90 183} b, 734, ¢ 34, > , ’ | 70, 850, 647 
$500,001 to $1,000,000 _| 35) 123) 65) 223) 157, 658, 501 
Over $1,000,000 97) 589) 398) 1, 084/1, 941, 113, 581| 11, 245, 226, 833/14, 994, 536, 000/28, 180, 876, 414 


437) 1, 035 886 2, 358) 2, 007, 202, 232| 11, 396, 233, 839)15, 092, 657, 000)28, 496, 093, 071 


Source: Department of Defense, Apr. 19, 1955. 
Defense related activities 


Atomic Energy Commission contracts.—The huge construction and installa- 
tion work for which contracts are entered into by the Atomic Energy Commission 
make it necessary that these contracts will be placed with large contractors. As 
might be anticipated, small business participates heavily in subcontracting. 
Tables 17 through 22 covering fiscal years 1953, 1954, and 1955, contain a sum- 
mary of data on AKC prime contracts. 

It will be noted that the percentage of total value of prime contracts placed 
with small business has been 2.1 percent for fiscal year 1953, 2.2 percent for 
fiscal year 1954, but jumped to 5.2 percent for fiscal year 1955. By contrast, 
small-business contracts are calculated at 40.9 percent of the total value in 


fiscal year 1953, 45.6 percent in fiscal year 1954, and 45.6 percent in fiscal year 
1955. 
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DEFENSE PRODUCTION ACT AMENDMENTS OF 198956 dé 


of Defense Vobilization. Table 238 contains data pert ning to cer 

es of necessity for rapid tax amortization and small business. It will be 

that 41.0 percent of the total number of certificates issued to November 16, 

were issued to small business, which represents 12.7 percent of the total! 
ified amount. Cumulative figures reflecting adjustments are 43 


» percent 
13.3 percent. 

Under section 302 of the Defense Production Act loans many be made to 
pedite production and deliveries to aid in carrying out Government contracts 
the procurement of materials or the performance of services for the national 
fense. ODM reports that 270 such loans were approved by the Treasury 
partment through November 17, 1955, of which 243 were made to small busi 


s. The total value of these loans was &310.602,098. The small business 


hare in value was S$93,S95.925. 


j 
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siacite: 


cy SEE srk NR 


ye 


oe 
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loan applications, military departments.—The following tables (Nos. 24 
ugh 26) provided by the Federal Reserve System, show the distribution of 
ications for V-loans for the Army, Navy, and Air Force from September 
0 through October 31, 1955. The data constitutes a complete review of the 
aranteed loan program undertaken by the military departments. The pattern 
loan guarantees authorized and executed has been consistent with the pattern 
distribution of defense contracts in general. 
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BoaRD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, DIVISION OF 
BANK OPERATIONS 


Ccuart 24A.—Distribution of applications for V-loans, September 1950 through 
Oct. 31, 1955, Department of the Army 


nt A CM i Nits 


Guaranty agree- 








y G ‘ ree. 2Y ‘ 
Num- ruaranty agt ments not 
' ments executed executed (author- 
er 
oa. Amount Amount izations expired 
thor- applied for authorized e we 
ized 
N - N - 
—_ Amount —_ Amount 
s ber ber 
4 
‘ BY SIZE OF AUTHORIZATION 
3 ' nder $50,000 oe ee ee Ae 48 $1, 479, 280 $1, 389, 280 38 $1, 151, 000 10 | $238, 280 
; $50,000 to $99,999 73 5, 150, 500 5, 096, 500 62 4, 426, 500 ll 670, 000 
$100,000 to $249,999 124 18, 783, 600 18, 623, 600 106 15, 957, 600 18 2. 666, 000 
¥ $250,000 to $499,999 E “ 130 43, 260, 000 42, 480, 000 112 36, 570, 000 18 5, 910, 000 
x $500,000 to $999,999 r 107 67, 120, 000 66, 370, 000 102 63, 270, 000 5 3, 100, 000 
; 21.000,000 to $4,999,999_ -| 126 254, 442, 658 252, 642, 658 119 237, 892, 658 7 14, 750, 000 
$5,000,000 to $9,999,999___ 16 101, 600, 000 101, 600, 000 16 101, 600, 000 
$10,000,000 and over-_-_-..- 10 279, 000, 000 279, 000, 000 9 264, 000, 000 l 15, 000, 600 
Subtotal +S 634 770, 836, 038 767, 202, 038 564 724, 867, 758 70 42, 334, 280 
creases in existing author- 
sitions : . 78, 078, 500 76, 353, 500 ‘ 73, 838, 500 2, 515, 000 
; Total 4 .| 634 848, 914, 538 843, 555, 538 564 798, 706, 258 70 44, 849, 280 
Number Amount 
declined applied for 
BY SIZE OF APPLICATION DECLINED 
Under SIMD .. --cencttudeeond t inne aieinahadin ad aieeiatiiicdiiiends Sat 12 $1, 942, 291 
$50,000 to $99,999 ‘i ili dl ne dthincdi i uibdieiiie sitieai i alia aiiaettied 23 2, 105, 000 
$100,000 to $249,999...........- posh eblblleaecle salbialanadaian teas 5 aan ety Rida Sitreniave 33 4, 226, 000 
SED Re Ds no 6. ba dic ccnkivoctcdneciinbctnins sealed, diate ntataes else 24 5, 166, 000 
i Se I She ails oc cnticccedittin die dicncnuttieodduws ini aaa 20 8, 947, 000 
: C5 0 I as, cn dds oem dhudcdetbondenanamdnsnsesa — 15 10, 275, 000 
ae ea a dt ceiigipsesiaiindinn enkee ge 3 5, 250, 000 
; Ce ian isk ewsccnhhninimetdetquenninansinessii ‘ aie s aconnmeeut need wa 
; Sa a. di. celsekebibachdebeatinedessceeactaalencesecs TR ine 
2 DOU A ileal dD nalitieshpstaanhl gla dali tnsaeentodobtiamettinan 130 | 37, 911, 291 
| 
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PRODUCTION ACT AMENDMENTS OF 1956 Sj 
Distribution of applications for V-loans September 1950 through 
Oct. 31, 1955, Department of the Navy 
Gu tee, agree 
Num- eee a : px 
her hents ex 1 ‘ i 1u 
Amount Amou zations expired 
au annplied for ' ized 
thor applied f I au 1 
ized Nat ~ 
— \ l ; Amount 
oN i70, GOO $750, 000 17 $477. 000 l $273, OO 
30 105, 600 2, 160, 600 26 1, 891, 600 } 269, 000 
68 10, 995, 600 10, 645, 600 57 9 045. 600 1} 1, 600, 000 
Se 20, 025, 000 19, 125, 000 53 17, 750, OOF 3 1, 000, 000 
58 38, 435, 000 37, 485, 000 53 34, 185, 006 5 3, 300, 000 
60 119, , 000 115, 500, 000 57 109, 700, 000 2 4, 200, 000 
y 57, 200, 000 57, 200, 000 } 57, 200, 000 
14 211, 000, 000 208, 000, 000 14 208, 000, 00 
324 460, 281, 200 450, 866, 200 2m 438, 249, 20K 36 10, 642, 000 
102, 037, 900 101, 181, 900 96, 086, 900 1, 995, 000 
324 562, 319, 100 552, 048, 106 286 334, 336, 100 36 12, 637, OO 


Number 


leclined 


Amount 
applied for 


OF APPLICATION DECLINED 

6 $270, 947 
352, 596 
. 030, 000 
, 250, 000 


9 
l 
1, 500, 000 
5 


Re ini 3 8 5, 250, 000 
coorenieiiuemsndbommety . l 500, 000 
= -ode itera : 45 11, 153, 543 


hich guarantee agreements have 


1 $5,075,000 in amount of loans authorized on w 
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Cuart 25B.—Distribution of V-loans authorized September 1950 through Oct. 
31, 9155, Department of the Navy 


BY ASSETS OF BORROWER 
Under $50,000 7 
$50,000 to $99,999 
$100,000 to $249,999 
$250,000 to $499,999._._...___ 
$500,000 to $999,999. ____ 
$1,000,000 to $2,499,999 


2,500,000 to $9,999,999 


$10,000,000 to $49,999,999... __| 


$50,000,000 and over_. 


BY NUMBER OF EMPLOYEES 
OF BORROWER 


Number of employees of bor- | 


rower only, not including 
affiliated concerns under 
common ownership or con- 
trol: 
Under 25 
ES 
50 to 74 
100 to 149_. 
150 to 249 
250 to 499 
500 to 999 el anastetl 
1,000 to 2,499._______ 
2,500 and over 
Not available 


, | 
Number of employees of bor- 


rower, including affiliated 

concerns under common 

ownership or control: 
Under 25_. 
25 to 49 
5D to 74 
75 to 99 
100 to 149 
150 to 249 
250 to 499 
500 to 999 Sos 
1,000 to 2,499 
2,500 and over 


Not available.__________- 


Total 


Guarantee agree- 


Guarantee agree- 


ments not 


























— ments executed executed (author- 
nn Amount Amount izations expired) 
oa ie authorized 
chor- applied for authe 3 a ee “ 
ized r r | 
— Amount Num-| Amount 
er ber | 
| 
15 $634, 000 $629, 000 11 $569, 000 4 $60, 000 
19 2, 299, 000 | 2, 054, 000 14 1, 761, 000 5 293, 000 
60 10,367,100 | 9,996,100 | 52 9,202,100; 8 794, 000 
46 15, 864,000 | 15,339,000 39 13, 919, 000 7} 1,420,000 
57 | 34,685,000 | 33, 960, 000 51 | 32,090,000; 6] 1,870,000 
54 65,030,000 | 64, 280,000 50 | 59, 305, 000 2) 2,900,000 
46 124, 090, 000 119,940,000 | 43) 117,640,000 | 3} 2,300,000 
21 187, 350,000 | 183,850,000 | 20) 177,850,000 | 1 3, 000, 000 
6 | 122,000,000 | 122,000, 000 6 | 122,000, 000 Senden mdnmie dink 
1324 | 562,319, 100 | ' 552,048,100 | 286 534, 336,100 | 36 12, 637,000 
| | 
| 
34 | 3, 190, 000 3, 050, 000 28 | 2, 755, 000 | 6 | 295, 000 
: 32 4, 556, 100 4, 246, 100 28 3, 999, 100 | 4 | 247, 000 
32 | 8, 440, 000 8,089,000 | 27 7, 394, 000 | 5 695, 000 
28 | 8, 463, 000 8,213,000 | 25 | 7, 563, 000 | 3 | 650, 000 
21 | 11,580,000 | 11,280,000) 17] 10,460,000; 4] 820,000 
42 | 27,970,000 27, 695,000 | 40 27, 170, 000 | 2 | 525, 000 
53 | 69,520,000 | 68,470,000 | 50 | 64,045, 000 1} 2,450,000 
28 | 59,050,000 | 55, 250,000 | 27 | 54, 400, 000 1 750, 000 
18 | 68, 900,000 68, 400, 000 | 7 | 65, 400,000 | 1 | 3,000, 000 
18 | 279, 500,000 276, 500,000 | 18 | 273, 500,000 |-....- |» swnsihontsinteiial 
18 21, 150, 000 20, 855, 000 | 9 17, 650, 000 | 9} 3,205,000 
1324 562, 319, 100 | | 552, 048, 100 286 | 534,336,100 | 36 12, 637, 000 
} | 
| 
29 3, 290, 000 | 3, 175, 000 25 3, 080, 000 4 95, 000 
31 4, 276, 100 4, 066, 100 27 3, 894, 100 4 172, 000 
30 7, 050, 000 6, 649, 000 24 5, 854, 000 6 795, 000 
28 8, 338, 000 | 8, 188, 000 25 | 7, 688, 000 | 3 500, 000 
24; 11,315,000 | 10, 990, 000 19 | 9, 995, 000 5 995, 000 
40 26,925,000 | 26,650,000 | 38 | 26,125,000 | 2 525, 000 
52 | 61,020,000 60, 220, 000 49 | 55,795,000 1 2, 450, 000 
28 | .56°500,000.| 52,450,000 | 27 51, 600, 000 l 750, 000 
20 51,950,000 | 51,450,000 19] 48,450,000 | 1 | 3,000,000 
21 | 309, 500,000 | 306, 500, 000 21 | 303, 500,000 |__.-.- i cies shainaieedeaaibs 
21 | 22,155,000 | 21,710,000} 12] 18,355,000) 9| 3,355,000 
1 324 | 562,319,100 | ' 552,048,100 | 286 | 534,336,100 | 36 | 12, 637,000 


! Includes 2 in number and $5,075,000 in amount of loans authorized on which guaranty agreements have 
not been executed as of Oct. 31, 1955. 
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Cuart 26A.—Distribution of applications for V-loans September 1950 through 


Oct. 31, 1955, Department of the Air Force 




















| Guarantee agree- 
\Num-| Guarantee agree- ments not 
" ber | ments executed executed (author 
om: Amount Amount izations expired 
thor- applied for | authorized ? = ae Se Fie ee 
| ized! | : | , 
“~¥ Amount — Amount 
= aii = . ae i cieanena Reaiientripra cerita ee ae paints ot os = 
BY SIZE OF AUTHORIZATION 
Under. £80000. ............-.- . $636, 500 | $626,500 | 15 $367, 500 12 259, 000 
$50,000 to $990,909. ...........- 42 2, 919, 500 2, 824, 500 36 2, 454, 500 | 6 | 370, 000 
$100,000 to $249,999._._.......| 64] 13,905,000 | 11,633,000| 59 10, 763, 000 | 4 | 650, 000 
$250,000 to $499,999. _......._- | 63 | 21,085,000 | 20,635,000} 57 18, 900, 000 6} 1,735,000 
$500,000 to $999,999. __......_- | 58 | 37,890,000 | 37, 640, 000 | 53 | 33, 940, 000 5 | 3, 700, 000 
$1,000,000 to $4,999,999__...._- | 107 | 227,904, 000 226, 904, 000 | 105 221, 154, 000 2 | 5, 750, 00 
$5,000,000 to $9,999,999. _...._- 12 | 83,000,000 83, 000, 000 11 75, 500, 000 1 | 7,500,000 
$10,000,000 and over. _...-.... | 18 | 454, 000, 000 | 454, 000, 000 18 454, 000, 000 emma 
BIE so cicinitvcirseis een nces | 391 | 841,340, 000 837, 263,000 | 354 817,079,000 36 19, 964, 000 
Increases in existing authori- | | | 
SMR teak bag 195, 796, 833 | 188, 691,833 |_____- | 185, 681, 833 2, 910, 000 
Dahe  S oe | 391 |1, 087, 136, 833 |1, 025,954,833 | 354 |1, 002,760,833 | 36] 22,874,000 
Number Amount 
declined applied for 
BY SIZE OF APPLICATION DECLINED 
enter GO os sta ain ene iicdeienidalin cummsibbiscbhebawntehbmivans 4 | $244, 000 
SOR Be Be le oo thtticnibnndicncodsintimeiedbnhib dain a oowebebie elit Je ade Ais scdienie 5 223, 700 
CED I, does bens cam wckedkdndtdeslnesscbUatbadineo<se iene 10 1, 426, 000 
SRUR MED 00 Be kon bai Stecct desc cwtsse scl bib abies Gt ae eas eel ai sane 9 1, 650, 000 
$500,000 to $999,999. _..............-. uhcleterttdedewealiiie ddl desibininwdhapts potbeth bein 5 2, 250, 000 
$1,000,000 to $2,490,999...............-...........- ah sdf Alaa bieedlintiinates al 5 3, 550, 000 
SR ee I oh gan ce ed oc nuleubeailitneas fine 1 500, 000 
Tf ES a eS ee eee e Reeeen SS dacoa nd jpalhttee 
SER Nad Dai in cdliciindndsnaniobnietindthamiibinensaapes 7 oe 
TOs bk ttt nsc tbe ipicte adic Miaka ee Gad ete TEER nee aeseen 39 9, 843, 700 


1 Includes 1 authorization on which guarantee agreement had not been executed as of Oct. 31, 1955. 


2 Includes $320,000 on which guarantee agreements had not been executed as of Oct. 31, 1955. 
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Cuarr 2613.—Distribution of V-loans authorized September 1950 through Oct 


31,1955, Department of the Air Force 


Cruarantee agret 









iaeeaie. Cruarantee agre¢ ments not 
ony ments executed executed (author e 
: Amount Amount izations expired iq 
: ipplied for 1uthorized 2 7 
ed 2 
— Amount Num Amount | 
eT ber 
i 
nd 000 13 $627, 500 $582, 500 4 $455, 500 4 $127, OK 2 
$50,000 to $99.99 oF 2, 357, 500 2, 347, 500 19 1, 982, 500 7 365, 00K z 
$100,000 to $249.99 5) 7, 987, 000 7, 857, 000 42 6, 945, 000 s 912, 00 3 
$250,000 to $499, 90" 59 44, 216, 500 43, 819, 500 55 12, 294, 500 i 1, 525, OOF & 
$500,000 to $999,900 59 30, 484, 000 29, 834, 000 54 27, 939, 000 5 1, 795, OO = 
$1,000,000 to $2,490,999 72 108, 075, 000 105, § 000 67 +, 075, 000 5 | 11, 850, 00K 
$2,500,000 to $9,999,999 78 212, 889, 333 210, 089, 333 74 203, 569, 333 3} 6, 300, 00K j 
$10,000,000 to $49,999,909 28 358, 500, 000 353, 500, 000 28 , 500, 000 t 
$50,000,000 and over 6 272, 000, 000 272, 000, 000 6 , 000, 000 4 
Potal 391 (1, 037, 136,833 |1, 025, 954, 833 354 |1, 002, 760, 833 36 22, 874, 00% 





BY NUMBER OF EMPLOYEES 
OF BORROWE 



























































‘um ber of employees ot é 
borrower only, not includ 
ng affiliated concer! 
inder common ownership a 
r control g 
Under 25 25 2, 817, 500 2, 692, 500 21 { 169, 500 s 
25 to 49 49 14, 689, 500 14, 404, 500 42 7 435, 000 # 
0 to 74 24 4, 909, 000 4, 762, 000 19 5 757, 000 2 
75 to 99 23 8, 100, 000 8,025,000 | 20 6, 800, 000 3 | 1,225, 000 a 
100 to 149 32 12, 300, 000 12,000,000 | 30 11, 380, 000 2 520, 000 4 
150 to 249 5l 30, 745, 000 30, 695, 000 | 48 28, 370, 000 3 2, 325, 000 
2) to 499 66 86, 270, 000 81, 870, 000 | oO 7&8, 350, 000 5 | 3, 300, 000 ; 
500 to 999 53 | 134,815, 333 134, 015, 333 52 125, 515, 333 1 |} 8, 500, 000 i 
1,000 to 2,499 y 29 | 143, 204, 000 143, 204, 000 | 28, 140, 704, 000 1 | 2. 500, 000 
2,500 and over ‘ 26 558, 750, 000 553, 750, 000 25 550, 750, 000 1 3, 000, 000 
Not availabk 13 40, 536, 500 40, 536, 500 | 9 40, 394, 000 4 142, 500 
Total 391 |1, 037, 136,833 (1, 025, 954, 833 354 |1, 002, 760, 833 36 | 22,874,000 
‘umber of employees of 
borrower, including affili- | 
ited concerns under com- | 
ownership or control: | 
Under 25 25 2, 817, 500 2,692,500 | 21 2, 523, 000 4 169, 500 
25 to 49 16 6, 989, 500 6, 704, 500 39 6, 269, 500 7 435, 000 
5O to 74 23 4, 562, 000 4, 462, 000 18 3, 705, 000 5 757, 000 
75 to 99 23 7, 697, 000 7, 575, 000 21 7, 100, 000 2 475, 000 
100 to 149 32 12, 500, 000 12, 200, 000 | 30 11, 580, 000 2 520, 000 
150 to 249 : 48 34, 045, 000 33, 995, 000 45 31, 670, 000 3 2, 325, 000 
250 to 499 64 66, 270, 000 65, 370, 000 | 57 61, 100, 000 6 4, 050, 000 
500 to 999 51 103, 765, 333 102, 965, 333 5l 101, 965, 333 | .- 1, 000, 000 
1,000 to 2,499 f 36 168, 704, 000 167, 204,000 | 35 164, 704, 000 1 2, 500, 000 
2,500 and over 30 589, 250, 000 582, 250, 000 28 571, 750, 000 2 10, 500, 000 
Not available. _- 13 40, 536, 500 40, 536, 500 a 40, 394, 000 { 142, 500 
Total 391 /|1, 037, 136,833 (1,025, 954,833 | 354 (1, 002, 760, 833 36 | 22,874, 000 





Includes 1 authorization on which guarantee agreement had rot been executed as of Oct. 31, 1955 


? Includes $320,000 on which guarantee agreements had not been executed as of Oct. 31, 1955. 









General Services Administration.—Certain responsibilities of the General 
Services Administration relate to the mobilization program and to defense pro- 
curement. One of these is the procurement of critical and strategic materials 
for the national stockpile. Other defense-related programs are discussed in 
section (iii). General Services Administration has submitted the following 
data (table 27) on the stockpile program including the number and value of 
procurement actions for fiscal years 1951-55. 

It might be anticipated that the percentage in both the number and value 
which has been placed with small business has been substantial. This substan- 
tial drop in fiscal years 1954 and 1955 (from the 1953 level) amounting to ap- 
proximately 40 percent is, however, striking. Considering the nature of the 
procurement, it is to be expected that almost all of it will be placed by negotiation. 
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LE 27.—Stockpiling programs—Number and value of procurement actions, 
seal years 1951-55 (showing percent distribution by size of business and 


ocurement method ) 


[otal procurement! Percent d 
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Department of the Interior.—The Defense Minerals Exploration Administra- 
tion was created pursuant to the Defense Production Act of 1950, as amended, to 
carry out a program of exploration for strategic and critical metals and minerals. 

Under the program as set forth in DMEA Order I, amended, DMEA enters 
into contracts with private mining operators. These contracts provide for 
Government contribution to the costs of exploration projects in the search for 
indicated or undeveloped sources of specified minerals and metals in the United 
States, its Territories, or possessions. The Government contributes 50 or 75 
percent of the cost of this work depending on the particular mineral that is the 
subject of the exploration contract. 

Small business, represented by individuals, partnerships, and small corporate 


enterprises, has had an important part in the program. In fact, the small opera 
tor has been numerically dominant in the program since its earliest days. This 
situation is accounted for by two aspects of the exploration program. The list 
of ¢ 


35 minerals eligible for assistance under the program includes many com 
modities of a highly strategic character which are not found in deposits of 
sufficient size to interest the large mining operator. The search for these minerals 
has thus become the concern primarily of the small operator. Furthermore, by 
reason of the sharing principle, according to which the operator must contribute 
to the cost of the exploration work, small operators are limited to relatively 
small projects owing to the fact that they can command only modest resources. 

A number of studies have been made since 1951 of the size of the operators 
under DMEA contracts. The one most important fact revealed by each of these 
studies has been the dominant position of the small operator. 

As of October 31, 1955, 839 exploration contracts had been executed. More 
than half of them—436—entailed total estimated costs of less than $20,000. Only 
slightly more than 10 percent of them call for expenditure of as much as $100,000. 
Another measure of the extent to which small mining enterprise has been encour- 
aged by the DMEA program is afforded by these statistics—over 42 percent of all 
contracts executed call for the operator to supply less than $3,000 of his own 
money. The attached tabulations (tables 28 and 29) present a detailed break 
down of all contracts by dollar amount irrespective of the size of the operator. 


















6 DEFENSE 


PRODUCTION 














ACT AMENDMENTS OF 1956 





TABLE 28.—Distribution of DMEA contracts by size 

















Contracts Total estimated cost 
Size of contract a re 
Number | Percent | Amount | Percent 

vr oy ) nn ee SUM 138 | 16.44 3357, 000 0.92 
OS EY SS ree ee SE 159 18.95 1, 234, 000 3.1 
ey ee OO ees 82 | 9. 78 1 061, 000 2. 69 
ee SD OT ee a eh ee ae ee ae 57 6. 79 1, 032, 000 2. 61 
SE TE ee eae 69 8. 23 L 607, 000 | 4.07 
I SI, nosis nncitasivtee heise nigibsnatiyinaretels 49 | 5.84 1, 394, 000 3. 54 
aenthenerh GEE UOO 2 nn ee 37 | 4.41 | 1,244,000 3.15 
Semmpeaearamirt: SOG OND sts kien heen 25; 2.98 970, 000 2. 45 
EE Sie OL sR A 14 1. 66 616, 000 1, 57 
ee SS ee Se he ee 15 1.79 737, 000 1, 86 
ee es Ee SR SS 14 1, 67 761, 000 1. 98 
Sn Seen EL OOO, . ..<.«. cncpabcinemensiinenedecemtmbeieadl 13 1. 55 774, 000 1.96 
SE PE Se 17 2. 03 1, 099, 000 2.79 
ES ee Se ae 8 | . 95 559, 000 1. 41 
Sane Giowel Shee... 22s a ae f° ea 825, 000 2.09 
ef ae ee ae ee 13 | 1. 55 1, 043, 000 2. 64 
I acl ee aie 5 | . 60 427, 000 1.09 
SR ED SED, .. nau coshinouunttindaieeeaiardinaeienaietdl 6 | 71 543, 000 | 1.37 
tN OS eae ae 5 .60 | 479, 000 | 1.22 
eS OS Ee PIES ERE 9 | 1.07 | 908, 000 | 2. 30 
oT ees sere eee eet | 29 | 3. 46 8, 376, 000 8. 55 
ig OR a a a ee ee ee | 12 1.43 | 1,707,000 4.32 
$150,000 through $174,999 * Cian ee mts | 8 | -95 | 1,345,000 3. 41 
Se SD SE. 5 5. occ nchpthcs sonebeseesebcamechices 6 | 72 | a 164, 000 2. 95 
GR Ra ao oleic tedtbciuidnalnn Mg die adeno odbbodh 38 | 4. 52 209, 000 36. 00 

Total cee aaa eee pay ns 839 | 99.99 | 39, 471, 000 | 100. 02 

| ! 
Source: Defense Minerals Explorat ation Administration (Interior), as of Oct. 15, 1955. 


TABLE 29.— 


Cumulative distribution of DMBEA contracts by size 





Size of contract 


Less than— 
os ee 
$10,000_...._- 
SE cs clsginintinn 
$20,000... .- 
$25,000 
$30,000 
$35,000 
$40,000 
$45,000. _ 
$50,000 
$55,000. . 
tS ne fy 
$65,000_......_- 
$70,000_. ... 
$75,000_ 
$80,000. . 
$85,000. - 
$90,000 
$95,000 
$100,000 
$125,000 
$1! 50 TTT nicest snsesbeinceincicetsbeanatsheg hater siaiillaaieda aia A ca 
$175,000 re 
$200,000 sl al 

$200,000 plus _ . 
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Source 


less than 15 
would be classified as large business firms. 


Defense Minerals Exploration Administration (Interior), as of Oct. 15, 1955. 


A separate study of the size of operators under DMEA contracts reveals that 
percent of all contracts have been entered into with operators who 


Contracts | Total estimated cost 
| Number | Percent i] Amount | Percent 
138 | 16.44 us 357 | 92 
297 35. 39 1, 591 | 4. 05 
379 | = 45.17 | 2, 652 | 6.74 
436 51. 96 3, 684 | 9. 35 
BOE 60.19 | 5,291 | 13.42 
554| 66.03 6,685 | 16.96 
591 70. 44 7, 929 20. 11 
616 73. 42 8, 899 22. 56 
630 75. 08 9, 515 24.13 
645 76. 87 10, 252 25. 99 
659 78. 54 11, 013 27. 92 
672 80. 09 11, 787 29. 88 
689 82. 12 12, 886 32. 67 
697 83. 07 13, 445 34. 08 
7 84. 38 | 14, 270 36. 17 
721 85.93 | 15, 313 38. 81 
7 86. 53 15, 740 39. 90 
732 7.24 | 16, 283 41. 27 
737 | 87.84 16, 762 42. 49 
746 88. 91 17, 670 44.79 
775 | 92.37 | 21, 046 53. 34 
787 93. 80 22, 753 57. 66 
795 | = 94.75 | 24, 098 | 61. 07 
801 95. 47 | 25, 262 | 64. 02 
839 99. 99 | 39, 471 100. 02 
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iii) A full and complete statement of the actions taken by the Office of Defense 
Mobilization and other agencies to increase such small business share 


Current procurement.—The agencies most directly concerned with defense 
procurement and small business are the Department of Defense and the Small 
Business Administration. These agencies have acted jointly on the determina- 
tion of certain major policies aimed at increasing small business’ share, as is 
reflected in the statements below concerning the actions they have taken. 


nt 


) oo 

aa Department of Defense.—In recent months the Department of Defense has 
2. 69 taken three major steps relating to this problem : 

ce 4100.10 The revision of the overall Department of Defense small business pro- 
7 gram 

3.15 4100.20 Initiation of the small business subcontracting program 

= 4100.09 Expanding the program of setting aside procurement for the exclusive 


participation of small-business concerns 
The Department of Defense instruction 4100.10 was issued on December 16, 
1954, and revises the Department of Defense small-business policy as earlier ex- 
pressed in its directive dated September 8, 1952. The new instruction directs 
that the following actions will be taken: 
(a) Explicitly defines and directs that small firms be afforded an equitable 
competitive opportunity for defense business. 
(b) Requires inclusion of competent small firms making application on 
department bidders’ lists. 
(c) Requires solicitation of small firms on bidders’ lists on at least a pro 
rata basis. 
(d@) Requires procurement in small lots so far as possible consistent with 
military requirements. 
(e) Requires that procurement be planned with reasonable delivery sched- 
ule so far as possible consistent with military requirements. 
(f) Requires that specifications and drawings when applicable, or in 
their absence all necessary pertinent data for computing bids, be available. 
(g) Requires that sufficient time be allowed for the preparation of bids. 
(hk) Provides for the continuation of DOD small-business organization of 
small-business advisers and small-business specialists. 
(i) Directs an aggressive search for new small-business sources of supply. 
(j) Affords to SBA an opportunity to inform themselves on the adequacy 
of small-business sources for specific items and to take action to increase 
such sources. 
(k) Directs that on items in the small business potential mobilization 
planning be conducted with small firms. 
(l) Provides for regular monthly meetings with representatives of SBA 
to discuss progress of the program and to work our solutions of problems. 
The purpose of the Department of Defense Instruction 4100.20 is to set forth 
the policies of the Department of Defense with respect to subcontracts to small- 
business concerns, supplementing the general policy expressed in 4100.10, and 
(a) Requires insertion of subcontracting clause in Government prime con- 
tracts, including construction. 
(b) Provides for urging large prime contractors to adopt Defense sub- 
contracting small-business programs. 
The programs call on the contractors to take the following steps to assure 
small firms an equitable opportunity at subcontracts. 
1. To designate a company small business liaison officer. 
2. To publish their company program within the company. 
3. To adopt specific company procurement policies appropriate to 
assure fair chance to small potential subcontractors. 
4. To keep records on the size of their suppliers. 
& 5. To put the subcontracting clause in their contracts with their 
J subcontractors. 
§ 6. To ask their large subcontractors to adopt Defense small business 
contracting programs. 
7. To make use of the SBA files as required to assist them to locate 
qualified small business sources. 
8. To report on their awards to small firms on forms to be provided. 
\ Revised directive 4100.09 coordinates the existing Department of Defense 
5 small-business programs with certain responsibilities of the Small Business 
Administration. This policy, when implemented, will provide for: 
(a) Broadening the program to make set-asides for the exclusive par- 
ticipation of small business by directing the making of such set-asides inde- 
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pendently by the procuring agency in cases where SBA personnel are not 
available to participate in such action and where the action is otherwise 
appropriate. 

(>) Broadening the program to make set-asides for the exclusive parti- 
cipation of small business by including classified procurements in the 
screening program. 

(c) Providing for notice to the Small Business Administration that the 
bid of a small-business firm is being considered for rejection on the basis 
of an adverse preaward survey in order to afford the SBA time in which 
to study the case and to issue a certificate of competency Where appropriate. 

These actions were taken by the Department of Defense in consultation with 
representatives of the Small Business Administration and were part of a com 
prehensive revision of DOD’s relationship with the Small Business Adminis 
tration. In addition, the Department of Defense provides in its armed services 
procurement regulations for publicity in the Department of Commerce Bulletin 
on proposed procurement and contract awards subject to specified exceptions. 
The Assistant Secretaries of the military departments in mid-1955 communi- 
cated with several hundred large military prime contractors holding contracts 
of over $1 million urging their adoption of the DOD small business subecontract- 
ing programs. The Department revised the individual procurement action 
report form DD 350 to eliminate the concept of suitability with respect to small 
business and to obtain information which it was anticipated would lead to 
better administration of the small-business program. In consultation with the 
Small Business Administration representatives, the Department has developed 
a new proposed procedure for reporting subcontracting to small business on the 
part of large prime contractors, and it is anticipated that this procedure will 
be made effective in the near future. Among other important actions takon 
was that of restricting the use of negotiated contracts under the Armed Services 
Procurement Act. 

Small Business Administration.—The actions taken by the Small Business 
Administration, both on its own initiative and in conjunction with the Depart- 
ment of Defense, are as follows: 

1. The SBA provides active counseling services to small business in connec 
tion with Government procurement which is available to representatives of 
small-business concerns through its 14 regional and 23 branch offices throughout 
the country in addition to its Washington office. This service includes advice 
as to getting on bidders lists; information concerning items on which to bid; 
assistance in obtaining specifications and drawings; locations of procurement 
offices ; procedure for preparing bid invitations; and any other assistance which 
a small-business man may require to help him get a Government contract. SBA 
also provides financial counseling and loan programs. 

In this connection-the SBA publishes, through the Government Printing Office, 
the United States Government Purchasing Directory, which lists all items pro- 
cured by the military and civilian agencies of the Government, together with 
the name and location of the offices from which procurements are made. 

A companion booklet, entitled “United States Government Specifications Di- 
rectory,” is also published by SBA. This publication enables the small-business 
man to identify specifications applicable to the items procured. 

2. While the SBA does not, for budgetary reasons, maintain a complete in- 
ventory of small-business firms, it does encourage the voluntary registration 
of such companies. Its current inventory includes information concerning the 
productive capacity of more than 30,000 small-business concerns. 

3. The SBA has worked out agreements for effective liaison between the top 
echelons of SBA and each of the Government departments engaged in pro- 
curement, have cooperated on agreements on policy programs and procedures 
to be employed in an effort to increase the share of Government procurement 
going to small business, 

SBA’s first step was the preparation of a procedures manual for its field 
employees as to the details of their day-to-day operations. 

The next step was the establishment of a more effective working relation- 
ship with the Department of Defense with a view to obtaining a revision in 
existing instructions concerning the operations of its small-business program. 

With the concurrence of the Assistant Secretary of Defense (Logistics) in 
January 1955, the position of SBA liaison officer in the Office of the Secretary 
of Defense was established and filled. Through this liaison officer the SBA 
is enabled to present its problems at a high policy level in the Department of 
Defense and has the opportunity to participate in all meetings pertaining to 
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small-business problems, and in the preparation of all instructions and directives 
ffecting the conduct of the DOD small-business program. 

Development of such policies as DOD Directive 4100.10, DOD Instruction 
1100.20, and revision of DOD Instruction 4100.09, in all of which consultations 
vere held with SBA, have been discussed above. 

The result has been that in the opinion of SBA that directive 4100.9 has been 
so revised that proper implementation and administration will assure an in- 
crease in the share of small-business concerns in the defense dollar. 

New joint determination agreements with other Government departments 
should result in material benefits to small-business concerns. The SBA states 
that it will continue to seek every available means consistent with its legislative 
1uthority to improve the share of contracts going to small-business concerns. 

4. Section 212 (d) of the Small Business Act provides an appeal procedure 
for small-business concerns who are low bidders on Government contracts, but 
to whom a contracting officer has determined an award will not be made be- 

ause in his opinion the concern would be unable to perform because of lack 
of capacity and credit. Where an appeal is taken the award of the contract is 
delayed, and the firm is given an opportunity to appeal to the SBA for a certifi- 
cate of competency. An analysis is made of the final status of the firm 
ind of its production and management capabilities. If SBA findings are favor- 
able a certificate is issued. This certificate is binding on the contracting officer 
on questions of capacity and credit. The extent to which this procedure has 
been utilized has been discussed in section (ii) of this report. 

5. Periodic reports are obtained from Federal departments concerning their 
replacement of contracts and on subcontracting. Monthly meetings are held 
etween the military services and SBA to analyze current statistical reports to 
determine areas in which the small-business program may be extended. SBA 
is working with the Department of Defense to establish in more detail a statis- 
tical report of subcontracting by large prime contractors. 

6. The problems of small-business concerns in obtaining scarce materials are 
processed through the Office of Defense Mobilization and the Department of 
Commerce. 

7. The National Advisory Board and an advisory board in each of the 14 
regions have been established representing all aspects of business activities 
in all parts of the country. SBA considers that their suggestions have been 
extremely helpful in the formulation of programs to assist small business to 
obtain an increasing share of Government contracts. 

Department of Commerce.—The prime activity on the part of the Department 
of Commerce in aid of small-business procurement is its daily publication known 
as The Synopsis of United States Government Procurement, Sales, and Con- 
tract Awards. This publication had its origin in 1950 with the publication of 
advance procurement information. Later a second section was established 
consisting of the daily publication of contracts awarded for its use by firms 
seeking subcontract connections. Still later a third section was added in 
which all joint determinations for contracts appropriate to small business were 
listed. In 1954, notices of surplus sales appeared in a new section 4 of the 
synopsis. This publication was placed on a subscription basis in 1953 for mail 
delivery directly to subscribers. As of the end of 1955, the paid subscription 
list had increased to approximately 15,000 copies, predominantly to smaller 
concerns. The Department of Commerce attempts continually to improve the 
quality and scope of this analysis. New elements introduced into the system 
of reporting by the Armed Forces including the following: 

1. Reporting for synopsis of all procurements for both bid and negotiation 
valued at $10,000 or more, except for security items, studies and surveys, perish- 
ables, patented or secret process items and emergency items required too quickly 
(minimum 10 days) to permit manufacturers dependent on the synopsis to 
secure bid sets and submit offers. 

2. Placing of responsibility for synopsis reporting with official of authority 
at each procurement office. 

8. Establishment of system of policing procedures to see that orders fo 
reporting are carried out. . 

4. Improve description for bid invitations, request for quotations and awards 
to provide data as to sizes, materials, use, etc. 

5. Wherever possible indicate in award data items likely to be subcontracted.. 

6. All joint determinations will be published in the synopsis. 

The Department advises that voluntary reports from business firms indicate 
that the bid list has been increased, price competition has become keener, sub- 
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contracting is increased, and contract predeterminations made by SBA officials 
are being widely advertised by the synopsis publication. 

Atomic Energy Commission.—The policies, procedures, and administrative ar- 
rangements regarding small business carried on by the Atomic Energy Com- 
mission are set forth in the AEC Manual, chapter 9132. The ABC overall 
small-business program is directed primarily at the subcontracts placed by 
AEC cost-type contractors. The AEC operations offices and the cost-type con- 
tractors are required to set up suitable programs and to submit a quarterly 
report regarding certain specific items of information. The specific policies 
to achieve these general objectives are set forth below: 

(a) Procurements shall be examined to determine if they are suitable for 
performance by small-business concerns. 

(b) Maximum practicable small-business participation shall be achieved 
in procurements which are suitable for performance by small-business 
concerns. 

(c) Procurements suitable for performance by small business shall be 
divided into sufficiently small lots to enable small-business concerns to 
participate. 

(ad) Subcontracting to small business shall be encouraged regarding those 
items which are suitable for performance by small-business concerns. 

(e) The Commerce Department Synopsis of Procurement, Sales, and 
Contract Awards shall be employed to identify and publicize advertised and 
negotiated procurements in accordance with section 9132-11. 

(f) Tie bids involving one or more small-business concerns shall be re- 
solved by making an award to a small-business concern subject to the pro- 
cedures and exceptions set forth in subsection 9105-1120. 

(g) Small business policies stated in this section shall apply to groups 
of small business concerns which have been authorized to operate as small 
business production pools and have been certified as small business by the 
Administrator of the Small Business Administration. q 

(hk) AEC shall cooperate with the Small Business Administration in 
earrying out the ABC-SBA Agreement set forth in section 9132-10. 

(i) AEC shall cooperate with other departments and agencies which are 
concerned with small business matters. 

(j) Managers of operations shall appoint small business representatives 
in their procurement offices and shall require cost-type contractors to make 
similar appointments in their organizations. 

(k%) Managers of operations shall assist and require their cost-type con- 
tractors to establish and maintain appropriate small business programs and 
contacts for small business concerns desiring to do business with AEC. 

(d) Small business concerns shall be advised regarding the policies, proce- 
dures, and activities of AEC and other Government departments and agen- 
cies concerned with small business matters. 

The Atomic Energy Commission is also active in keeping small business con- 
cerns informed with the publication entitled “Selling to Atomic Energy Com- 
mission’ which is available with the new edition of the publication A Guide- 
for Contracting of Construction and Related Architect-Engineering Services. 
The AEC invitations to bid are also submitted to the Commerce Department’s 
Synopsis. 

AEC’s actions toward increasing the share of small business have been arrived 
at by eliminating conditions which impair small business ability to compete 
on the basis of equality. To this end it employs as tools— 

(a) Periodic small business and contract action reports, 

(b) Regular staff visits to AEC and contractor purchasing offices, and 


(c) The maintenance of a cooperative relationship with the Small Busi- 
ness Administration. 














































Mobilization program 





Strategic and critical materials —This program is executed by the General 
Services Administration under policies and programs established and approved 
by the Office of Defense Mobilization. 

General Services Administration reports that small business has shared sub- 
stantially in the award of stockpile contracts, but preference is not a problem 
because of the nature of the industries involved and the availability of the 
specific materials being purchased. For instance, domestic producers of refined 
metals such as aluminum, copper, lead, and zinc necessarily are large companies 
with more than 500 employees. On the other hand, importers of strategic and 
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critical materials generally employ only a small staff, even though their busi- 
nesses may be very large in dollar volume. Frequently, sources of the materials 
are limited with only a few suppliers of a specific material, and purchases must 
be made from such companies whether small or big business. 

GSA has always encouraged small domestic miners and other small sellers 
to offer materials to the stockpile and has given such offers every consideration. 
There also is a stockpile program for the purchase of chrome ore and concen- 
trates at Grants Pass, Oreg., which benefits small producers who are delivering 
chromite to the Government. Many of the other stockpiled materials, ores, 
and concentrates which are domestically produced by small miners are covered by 
purchase programs under the Defense Production Act. These programs include 
chrysotile asbestos, beryl, manganese, mica, and tungsten, and formerly covered 
columbite-tantalite. 

Indirect assistance, of course, is given to small domestic miners by many other 
stockpile purchases, since the refined metals are produced in part from ores 
purchased from small miners. Lead and zine are examples, and the current 
purchases of these metals against the long-term stockpile objective might keep 
small lead and zine mines in production. 

When bids are advertised, particularly for inspection and other services, 
general GSA instructions with respect to purchases from small business are fol- 
lowed in the award of contracts. Under such circumstances, if there should be 
a tie bid involving a small business and a big business, the contract would be 
awarded to the small business. However, it may be noted that such companies 
are usually small companies, so that the question is not generally involved. 

No financial assistance is given under the stockpiling program either to large 
or small business. 

In the administration of the Defense Production Act programs relating to 
minerals and metals, the mandate of Congress that small business enterprises 
be encouraged to make the greatest possible contribution toward achieving the 
objectives of the act, has been carried out to the extent practicable. 

In its efforts to expand production of minerals and metals GSA has endeavored 
to adopt policies that would encourage and permit small business to participate 
to the fullest extent in the Defense Production Act programs. In fact, great 
effort and time are frequently employed by the Government in assisting small 
business enterprises to work out the complexities necessarily encountered in 
expanding productive facilities, since small business generally is not equipped 
or staffed to accomplish this alone. 

Obviously, under emergency legislation, such as the Defense Production Act, 
requiring utilization of the entire mining industry, both large and small busi- 
nessness enterprises must be pressed into greater activity. The efforts of both 
large and small business are required and necessary. Frequently, the size of 
the project involved is so large, the technical know-how so limited, the financial 
hazards so great, that only big business is available to perform the services and 
produce the materials required. On the other hand, the small producer and 
the submarginal producer are called upon to contribute to the extent possible 
and the Government assists and encourages them to the extent permitted by law. 
Financial assistance is given them under terms and conditions that are not 
available in commercial banking; also technical and managerial aids are accorded 
to assure the success of the venture. The small producer’s contribution is al- 
ways needed, welcomed, and encouraged, and the success of the minerals and 
metals program is due in large part to the contributions of small business. 

Early in the Korean hostilities purchase programs were established designed 
especially to encourage and stimulate expansion of domestic production by small 
producers. These programs cover such commodities as asbestos, beryl, colum- 
bium-tantalum, manganese, mica, tungsten, and, more recently, mercury. Under 
these programs, the Government agrees to buy over a definite period of time at 
fixed prices (generally over market price) the production offered which meets 
specifications. Formal contracts are not required. All may participate who 
wish to do so, but participants are not obligated to make deliveries. Minimum 
delivery quantities are not required in certain of the programs. In others, the 
minimum quantities are kept as low as practicable, and payment is made follow- 
ing acceptance of each delivery. For certain of the commodities depots are 
established in producing areas where purchases are made. In others, shipments 
are accepted by the Government at the nearest railhead of the producer. 

Participation in most of these programs has been very active. The majority 
of the participants are small producers who in many cases would not be in pro- 
duction except for the encouragement offered by the Government. 
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Maintenace of the mobilization base—Under DMO VII-7, issued by the 
Office of Defense Mobilization, the Department of Defense is required to select 
those facilities which produce, or are capable of producing, critical or important 
military items or components and to maintain such facilities to the fullest 
possible extent. Facilities selected for the maintenance of the mobilization 
base include small as well as large business establishments. Those selected 
are given preferential treatment in current procurement. 

The Department of Defense program is guided by Defense Directove 3005.3 
under which awards are made to companies on a preferential planning list. 
Defense Directive 3005.4 requires a quarterly report on the mobilization base 
program, and was recently amended pursuant to the suggestion of the Senate 
Select Committee on Small Business to show the percentage of awards to both 
arge and small business firms. 

As that committee recently reported in its sixth annual report, as of Septem- 
ber 30, 1955, 212 awards have been made pursuant to Directive 3005.3. These 
totaled $1,306 million, of which 31 went to small business in the amount of $40 
million. In terms of total value the small business awards amounted to ap- 
proximately 3.7 percent. Of the 212 awards, 65 were given to firms considered 
new to the production of the item involved, of which 158 (or 27 percent) are small 
business. 

The Select Committee on Small Business also pointed out that an earlier 
recommendation had not yet been implemented by the Defense Department that 
representatives of the three services and the Small Rusiness Administration be 
appointed to review all items on the preferential planning list to determine 
which are capable of being produced by small business. 

Production equipment program.—In January of this year the Office of Defense 
Mobilization submitted a report to the Select Committee on Small Business 
which constituted a review of the current status of the ODM programs and 
planning as they related to the machine tool industry. No purpose will be 
served in repeating the details of this report here; activities of particular 
relevance to the small business field are summarized briefly. 

The machine tool industry is largely made up of companies employing fewer 
than 500 employees. The ODM reports that during the past year considerable 
progress was made toward finding adequate solutions to production equipment 
problems. Among these were satisfactory control over leasing of Government- 
owned equipment and nondefense production problems; the coordination of 
all leasing proposals and all other important production equipment issues for 
the Small Business Administration and other interested Federal agencies; the 
development of the program for enlarging Government-owned reserves of ele- 
phant tools which would go into machine tool builders’ plants; the elephant 
machine tool expansion program; the determination of adequate and competi- 
tive rental rates for Government equipment leasing; the further expansion 
and development of a central inventory record of all Government-owned pro- 
duction equipment; and the tightening of policies and regulations designed to 
prevent dissipation of Government-owned production equipment mobilization 
base via surplus sales channels. By way of example, the ODM report indi- 
eates that the leasing of Government-owned equipment for nondefense pro- 
duction purposes has been only a fraction of the percent of the estimated total 
of production equipment items which the Government owns. 

In January of this year the ODM and the Department of Defense jointly 
revised their directives on machine tools and production equipment to provide 
for an annual review of all machine tools held by the Government and to provide 
that the military services will request annual appropriations for replacement of 
obsolete equipment. It may be expected that this new program will also result 
in benefits to small business machine tool producers. 


(iv) A full and complete statement of the recommendations made by the procure- 
ment agencies and other agencies consulted by the Office of Defense Mobiliza- 
tion 

Small Business Administration.—The full development and implementation of 
current small business programs should result in improved and more productive 
methods of assisting small firms to increase the share of procurement going to 
small business. Continuing review and study of current procurement practices 
should develop improvements in these problem areas : 

1, Complex Government procurement regulations need revision, particularly 
with relation to simplifying, clarifying, and consolidating them to enable small 
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firms to compete more readily. The lengthy period from the award until the first 
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check is received, unnecessarily restrictive or inadequate specifications and pro- 
curement descriptions, inspection procedures, packaging requirements, shipping 
requirements, refusal to recognize customary commercial standards wherever 
possible, short delivery schedules, short bid time, and use of “or equal” in lieu 
of proper specifictions have been detrimental to small concerns. A postaudit 
study of current individual procurements would be a means of determining areas 
in which small business participation should be increased. 

2. Develop a more careful control of Government-furnished facilities and equip- 
ment in order to assure that their use does not unnecessarily compete with pro- 
ductive capacity of small concerns capable of doing the same job. 

2. The use of negotiation in procurement of items which small firms can supply 
rather than the advertising process should be improved, particularly in the scope 
of the solicitation and the publicity given to procurement actions. 

4. Continued efforts to expand small firm’s participation in the areas of mobil- 
ization planning, qualified products items, as well as subcontracting are needed. 

5. Improvement of progress payment procedures should be undertaken to better 
enable small concerns to produce a military contract without unnecessary finan- 
cial burdens. 

6. The designation of procurement as “emergency” should be fully justified 
and allowed only when definite legitimate reasons are present and are approved 
by higher authority than the contracting officer. 

7. Consideration should be given to relaxing legislative restrictions requiring 
review of Government commercial and industrial-type operations before discon- 
tinuance in order to get the Government out of competition with small business, 

8. Consideration should be given to amending title II of the First War Powers 
Act to provide more realistic relief to small concerns who suffer unexpected loss 
on Government contracts through no fault of their own, 

9. Consideration should be given to revising renegotiation procedures to assure 
a reasonable profit to prime contractors in items which are subcontracted. 

Department of Defense.—The Department of Defense recommends thorough- 
going implementation of the revised small-business program with continuing 
reliance placed on the following factors : 

1. Spirited leadership from the Secretarial levels ; 

2. Close cooperation with the Small Business Administration ; 

3. Introduction of further policy and procedure revisions as rapidly as 
the merit of new proposals can be determined ; 

4. Obtaining and maintaining maximum quality and morale among small- 
business personnel. 

The Department of Defense also specifically recommends: 

That the Civil Service Commission take prompt action to develop class speci- 
fications entitled “Small-Business Specialist” which will clearly describe the 
duties and responsibilities, typical tasks, and qualifications required in such 
manner as to distinguish that class from every other class of positions, thereby 
providing an adequate basis for allocation of positions to that class and for the 
establishment of appropriate grades and equitable compensation for personnel 
performing small-business functions. 

General Services Administration.—An increased share of procurement depends 
upon a solution of the problem of financial assistance sought by small business 
coneerns., 

\tomic Energy Commission.—The problem requires examination of each indi- 
vidual agency’s operations to determine which procedures can best accomplish 
the desired results. AEC emphasizes the importance of subcontracting in its 
own procurement. 

Department of Commerce.—By law and by Presidential decree (Executive Or- 
der 10823) all authority and responsibility for assisting smaller concerns to partic- 
ipate in the procurement activities of the Federal Government was removed from 
the Department of Commerce and vested in the new independent agency first 
called the Small Defense Plants Administration and later the Small Business 
Administration. Therefore, such comment as we make in the field of procure- 
ment is based on judgments concerning the propriety and economy of govern 
mental activity rather than on our actual current participation in the contract 
and procurement field. 

1. It is observed that the delegation of responsibility to any single agency to 
assist, protect, or shepherd one segment of the business community (small busi- 
ness) and to assure it a fair share of the Government’s business tends toward 
relieving the several agencies which have procurement authority of that re 
sponsibility, Even if this were not the case it would seem to be organizationaliy 
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impractical for a temporary and independent agency to effectively dictate basi 
contracting policy or procedure to a permanent Cabinet ranking agency. It is 
suggested, therefore, that the Congress give serious thought to measures for 
placing responsibility upon the heads of major agencies having contracting and 
procuring authority for the fair and equitable distribution of Federal business 
under their jurisdiction to small concerns and holding them accountable to the 
Congress for such practices, not on a percentage or set-aside basis but on a 
“fair participation” basis. 

2. It has been noted by the divisions and offices of the Business and Defense 
Services Administration that specialized Government specifications for common 
use or “shelf” type items preclude many a small concern from offering low 
prices for commercially accepted and proved items which are essentially the same 
as those being purchased by Federal agencies. In nearly every case strictly 
military items are not interchangeable with common-use items but thousands of 
housekeeping, office, construction, automotive, etc., items used by the Govern- 
ment require no different specifications than those which serve the general public. 
It is suggested that either through Presidential order or by a joint resolution 
of Congress a time-limited study be instituted by procuring agencies to identify 
common-use items for which Federal specifications can be canceled and commer- 
cial specifications substituted. 

3. Activities by the Business and Defense Services Administration in the small- 
business area indicate that one deterrent to contracting by smaller concerns with 
Federal agencies is the long period of time between delivery of goods or services 
and the full payment of the account. Small concerns usually do not have suffi- 
cient capital spread to await payments on a series of contracts, and, therefore, do 
not bid. Not only are the small concerns isolated from contracts because of this 
condition but Federal agencies fail thereby to enjoy the advantages of price and 
production flexibility available among smaller manufacturers. It seems likely, 
that remedy for this situation may lie in a strengthening of authority for progress 
or “as delivered” payment. Still another cure for neglect or unreasonable delay 
in payment of invoices for accepted deliveries may be legislation requiring the 
payment of interest to the supplier for invoices remaining unpaid after a pre 
scribed reasonable period of time. 

4. A large quantity of a variety of machine tools which were purchased by the 
Federal Government during World War II and the Korean action are now in 
storage either in warehouses or in the plants to which they were originally as- 
signed for war work. Some of these machine tools in the warehouses are 
grouped with others in so-called package units. Although technological develop- 
ment may “date” these tools, they are generally in good condition and in an 
emergency could produce materials of war until new and better units could be 
produced. During the past year a number of suggestions have been made by in- 
dustry and Government officials that these tools be made available at nominal 
rental rates to the firms where they are stored and to other firms which can 
show an economic need for them, regardless of whether or not they are to be 
used for military production. A number of such leases have been made. BDSA 
bas opposed this movement largely because of the potential competitive ad- 
vantage which such a practice could give to firms successful in obtaining them. 
Small concerns should endorse this BDSA policy as a protection to their competi- 
tive position in the civilian goods market. There are not enough tools to supply 
all smaller concerns, Many small shop operators would not know about the 
availability of the tools nor how to proceed to obtain them, and thus the large 
and small concerns which were able to secure these stockpiled tools for nondefense 
production would have an important price advantage over their less fortunate 
competitors. A further factor opposed to the promiscuous leasing of Govern- 
ment-owned machinery is the need for the best of care for them so that they can 
perform accurately their assigned task in case of emergency, 


(v) Specific recommendations by the Office of Defense Mobilization for further 
action to increase the share of procurement going to small business 

In the preceding section of this report we set forth the recommendations of 
those agencies most directly concerned with defense procurement. Most of these 
recommendations are consistent and could have a beneficial effect toward in- 
creasing the share of procurement going to small business. 

The Office of Defense Mobilization wishes, however, to emphasize certain 
specific recommendations and to suggest a few additional ones. 

1. The new policies of the Department of Defense toward small business pro- 
curement represent a clear recognition and acceptance of the Department's 
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responsibility in this area. It would seem that the next important administra- 
tive problem is to see that these policies are properly interpreted and effectively 
carried out on the lower echelons. 

The importance which the Office of the Secretary of Defense and the offices 
of the Secretaries of the three military departments place on the need to expand 
the contracting area should not be lost in translation of the variety of regulations, 
directives, and orders with which the contracting officers have to deal. 

2. The areas of joint determinations and set asides should be expanded. It 
may be that many of the contracts awarded as part of the set-aside program 
might have been awarded in any case to small business firms, but, it would 
seem that the area jointly screened for set-asides with SBA should neverthe- 
less be considerably expanded. For more effective administration, DOD should 
make studies of different procurement programs and different procurement 
centers for the purpose of identifying programs where small business is either 
receiving its fair share or additional action is indicated. 

3. The mere expansion of the area set aside for small business procurement 
would accomplish little unless there is a concurrent enlargement of small busi- 
ness sources capable of producing contracts. Therefore a search for new small 
business sources for inclusion on bid lists and on lists for invitations to submit 
proposals should be intensified. 

t. So that new small business sources will be in a position to undertake these 
contracts new programs of financial assistance will be needed. Within the past 
few weeks the Small Business Administrator announced a new loan program 
which should prove helpful. Experience will be needed to test its effectiveness. 

5. As to contracts for procurement in set-aside areas, the present policy of 
eliminating big business competition should be continued. In addition, more 
contracts might be placed by negotiation with small-business firms. 

6. The whole problem of the effect of awarding contracts by negotiation as 
opposed to advertising for competitive bids should be examined more closely. 
In addition to the set-aside areas there are doubtless many instances where 
sinall business would have a better chance to receive the award on a negotiated 
basis and if they were not exposed to loss-leader competition on the part of 
larger enterprises. 

Additional studies should be made of procurement from sole source categories 
for the purpose of analyzing why small business was not solicited on subcon- 
tracting. 

7. It seems clear that the placing of contracts on an emergency basis is neither 
required nor justified at the present time. We strongly support the recommenda- 
tion that such emergency procurement be reduced to the greatest possible extent. 

8. If real progress is to be made in increasing the share of small business in 
defense procurement it would seem indispensabte that procurement regulations 
and the contracting procedures, including specifications and descriptions, bs 
simplified. Bid time and delivery schedules should be increased where possible. 
Payment procedures should be improved so that the small concern may operate 
without having its funds tied up over toe long a period of time. 

9%. Statistical data pertaining to some contracting will have to be improved still 
further if an accurate picture of the small business share in the subcontracting 
chain is to be clearly understood. 

The Department of Defense expects soon to undertake a new reporting tech 
nique but consideration should be given to including in the Bureau of the Census 
Annual Survey of Manufacturing data concerning shipments which would reveal 
what portion was made against prime contracts and subcontracts. 

10. It is recommended that the Small Business Administrator create a-per- 
manent interagency task force for the purpose of exchanging views. Regularly 
scheduled meetings should be held on the effectiveness of the existing small-busi- 
ness programs and on ways to meet new problems as they arise. 

11. Recently the Office of Defense Mobilization had its Defense Facilities Main- 
tenance Board include the Administrator of the Small Business Administration 
as amember. Similarly, representatives of the Small Business Administration 
should serve as members of a Department of Defense board to review items on 
the preferential planning list to determine which items can or cannot be produced 
by small business. 
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WEDNESDAY, APRIL 25, 1956 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON PropUCTION AND STABILIZATION, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10:07 a. m., Senator J. Allen Frear, Jr. (chairman 
of the subcommittee) presiding. 

Present: Senators Frear and Bush. 

Also present: Senator Bennett. 

Senator Frear. The subcommittee will come to order. 

We have with us this morning the Secretary of Commerce, Mr. 
Weeks. We are mighty happy to have you here, and I assume that 
we can give you credit for bringing the sunshine today. That is an 
added pleasure. 

Senator Busu. Mr. Chairman, might I ask the privilege of making 
a brief statement before the Secretary testifies ? 

Senator Frear. Surely. 

Senator Busu. I am sure the Secretary will be interested in this 
statement, for various reasons. It will not take me more than a few 
minutes. 

Senator Frear. All I was going to say, Senator, was that the men 
with the Secretary are also welcome this morning. We are looking 
forward to having your testimony and advice and opinions, to enable 
us better to form a decision on the legislation before us. 

The Senator from Connecticut. 


STATEMENT OF PRESCOTT BUSH, A UNITED STATES SENATOR 
FROM THE STATE OF CONNECTICUT 


Senator Busu. Mr. Chairman, the proposed amendment to the De- 
fense Production Act sponsored by the Senator from Utah is a dis- 
tinct threat to the economic well-being and future development of 
my own State of Connecticut and other States whose productive 
facilities have contributed so much to the national defense. 

The effect of the amendment would be to make a so-called principle 
of geographical dispersal the controlling factor in Government deci- 
sions on industrial location and expansion, and this would apply not 
only to defense- production facilities but, in the amendment’s own 
language, to “any industrial facilities.” 

In this atomic age, no one in his right mind would argue that undue 
concentration of targets should not be avoided. We cannot afford to 
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have all our industrial eggs in one basket. The question of separat- 
ing, by reasonable distance, the production facilities which are vital 
to our national defense must, obviously, be considered when Govern- 
ment officials make decisions. 

But geographical dispersal is only one factor. There are many 
other important factors which also must be taken into account. As 
brought out in the hearings on Monday, these include the degree of 
structural protection which can be provided, the existence of needed 
water supplies, a skilled labor force, technical knowledge, the neces- 
sity of maintaining an effectively functioning urban economy, and 
so forth. 

To require decision-making officials to focus primarily, if not ex- 
clusively, on the so-called principle of geographical dispersal, as the 
amendment proposes to do, would multiply many times the political 
pressures upon these officials. They would be urged to grant or with- 
hold Government precurement, financing, tax amortizations, and other 
forms of Government assistance as devices to promote the economic 
development of some States and regions at the expense of others. I 
urge the subcommittee to refrain from opening this Pandora’s box of 
evils. 

A comparison of the language of the Bennett amendment with the 
policy now being followed by the Office of Defense Mobilization re- 
veals how confining would be the straitjacket in which the Senator 
from Utah proposes to rope officials of the executive branch. 

In reaching decisions which can have the most far-reaching effects 
upon the national economy, the only factor mentioned in the amend- 
ment which these officials must consider is the so-called principle of 
geographical dispersal. And, judging from the statements of the 
Senator from Utah, he means dispersal on a broad scale, not within 
States but among the several States. 

In contrast, the ODM policy clearly recognizes that in some situa- 
tions effective dispersal is possible within the boundaries of a State 
or region. Among the eight separate and distinct criteria listed in 
the ODM statement is “the ground environment or natural barriers 
which might provide added protection to the facility.” In many 
States, including my own, there are features of the natural terrain 
which provide such protection. 

ODM policy also recognizes that there may be situations in which 
the advantages of geographical dispersal may be outweighed by the 
disadvantages of locations distant from centers of population, supplies 
of skilled labor, technical knowledge, and so forth. This recognition 
is inherent in criteria No. 8 of the ODM policy, “the economic, opera- 
tional, and administrative requirements in carrying out the function 
for which the facility is to be provided.” 

Moreover, the ODM policy on dispersion is confined to “facilities 
important to national security” whereas the Bennett amendment would 
apply to “any industrial facilities.” 

In short, the Bennett amendment seeks to substitute a meat-ax ap- 
proach which would have far-reaching and detrimental effects upon 
many States and regions for a c: areful c ase-by-case analysis in which 
the national interest has been fully protected. 

I thank the chairman for this privilege, and I am thankful to the 
Secretary for his patience. 

Senator Frear. Mr. Secretary. 
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STATEMENT OF SINCLAIR WEEKS, SECRETARY, ACCOMPANIED BY 
FREDERICK H. MUELLER, ASSISTANT SECRETARY; H. B. McCOY, 
DEPUTY ADMINISTRATOR, BUSINESS AND DEFENSE SERVICES 
ADMINISTRATION; HAROLD B. CORWIN, DEPUTY GENERAL 
COUNSEL; AND KENNETH F. McCLURE, ASSISTANT GENERAL 
COUNSEL, COMMERCE DEPARTMENT 


Secretary Weeks. Mr. Chairman and members of the committee, 
am here today at the invitation of the committee to testify with 
ah to a further extension for a period of 2 years of the Defense 
E roduction Act of 1950, as amended. This extension is proposed in 

3407 currently under consideration by this committee. 

[ support such an extension because there is a vital and continuing 
need at this time for the authority which the act confers. I am sure 
that the committee will agree with me that right now, while we are at 
peace, is the time when we as a Nation can and must move e ffectively 
in the direction of a state of national mobilization readiness prepared 
for any emergency. There can be little disagreement as to the tre- 
mendous contribution which such a state of readiness could make to 
our national survival and recovery should trouble actually occur. 

I hope that my remarks to this point will not convey the impression 
that I am taking this occasion to sound a note of alarm. My remarks 
are merely intended to emphasize for the record the necessity for keep- 
ing in effect the present Defense Production Act powers and authority 
which lie at the heart of this Government’s plans and efforts both in 
the area of current military production and construction and in the 
area of industrial mobilization. I might add that in my opinion we 
are already well on our way toward reaching the necessary condition 
of national readiness. 

As was true when I testified last year, the Department of Commerce 
continues to bear major responsibility for operations under the act 
affecting the greater portion of American industry. These opera- 
tions represent a significant part of the broad responsibilities which 
have been assigned to the Department of Commerce by the President 
through the Director of the Office of Defense Mobilization. These 

.xtend both to the area of current defense production and to the area 
of industrial mobilization and readiness. Within the Department of 
Commerce operations under the Defense Production Act are carried 
out largely by our Business and Defense Services Administration and 
ilso by the Bureau of Foreign Commerce, the Census Bureau, the 
Defense Air Transportation Administration, the Maritime Adminis- 
tration, the Civil Aeronautics Administration, and the Bureau of Pub- 
lic Roads. 

Based upon the title I, priorities and allocations, provisions of the 
Defense Production Act, the Business and Defense Services Adminis- 
tration currently maintains and administers a materials control sys- 
tem, commonly referred to as the Defense Materials System, which is 
designed to assure an uninterrupted flow of the products and materials 
required to meet the present and potential military and Atomic Energy 
Commission produc tion and construction programs. At the present 
time, there are a few areas in which a shortage of materials and prod- 
ucts exists. These shortages are basic and arise from the rapid expan- 
sion of our economy rather than from military demands. Defense 
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requirements for these few items are not deemed to be of such magni- 
tude as to justify the imposition under section 101 (b) of the act of 
allocations to control general distribution in the civilian market. 
Such controls would not augment the total supply and could only 
represent an initial backward step in the direction of restoring the 
Government to a position of regulating the business of a vast number 
of private enterprises. This, however, does not gainsay the necessity 
for keeping on the books the priorities and allocations powers which 
are highly useful in avoiding delays and difficulties in meeting mili- 
tary and Atomic E nergy Commission schedules. Recurrent requests 
from the armed services for special priorities assistance under the act 
indicate the continued need for these powers. 

In my opinion it is likewise desirable to continue in force the present 
authority for needed expansion of productive capacity and supply as 
provided by title III of the act. Here, again, the Department of 
Commerce plays a significant role in the “administration of these 
powers. Units of the Department keep in close touch with the indus- 
tries supplying products and services essential to mobilization. In 
addition, they are engaged in making special studies of available 
production capacity to meet mobilization requirements for the prod- 
ucts of the industries assigned to them. These studies afford the basis 
for recommendations and advice by this Department to the Director 
of the Office of Defense Mobilization respecting proposed action by the 
Government in exercise of the expansion powers under the act, as for 
example the establishment or closing of expansion goals, This De- 
partment also makes recommendations to the ODM in connection with 
applications for accelerated tax amortization certificates under the 
Internal Revenue Code. 

I feel I should not let this occasion pass without commenting pub- 
licly and for the record on the invaluable contribution which WOC’s 
appointed under section 710 (b) of the act have made and are making 
today toward the attainment of an adequate mobilization preparedness 
posture. Without their patriotic and unique assistance—and the 
WOC authority and program should by all means be continued—the 

task of the Government in preparing for possible emergency would be 
rendered infinitely more difficult. 

In this connection, I hope the committee has had time to consider 
our responses to inquiries by the chairman of the Senate Banking and 
Currency Committee as to the manner in which the WOC program is 
presently being administered in the Department of Commerce. I 
think the commitee will find this information helpful. 

An Executive Reserve program was authorized by the additions of 
subsection 710 (e) in the 1955 amendments to the Defense Production 
Act. As implemented by Executive Order 10660 and Office of Defense 
Mobilization DMO I-2i the responsible mobilization agency would 
set up a training program for persons to be called in to fill executive 
positions in their 1 respective fields of competence in time of mobiliza- 
tion. Actually, the list of prospective members of the executive re- 
serve of the Department of Commerce is made up of a few hundred 
persons who, generally speaking, have served either as WOC’s or as 
career employees in the Business and Defense Services Administration 
or its predecessor agency, National Production Authority. They will 
be selected on the basis of their prior training and qualifications to fill 
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key executive positions in time of emergency and asked to agree to 
- ake themselves available in the event “of mobilization. Those se- 
lected will be invited to return to the Department once or twice a year 
for not over 2 or 3 days for a refresher course, as it were. By the 
terms of the above-mentioned orders the Reserve program is limited to 
mere training activities and reservists are precluded from advising, 
consulting, or acting on any matter pending before any department or 
agence Jy. 

The 1955 amendments to the act, by the addition of section 710 (b) 
(6), required the filing of financial statements by WOC’s with state- 
ments filed every succeeding 6 months showing changes in interests 
held during that period. To date business executives entering on ac- 
tive duty as WOC’s in the BDSA of the Department of Commerce have 
complied with this requirement while in the Government employ. 

The Banking and Currency Committee of the House of Representa- 
tives reported favorably on House bill H. R. 9852, the House counter- 
part of the bill now before this committee, with an amendment requir- 
ing the same public filing of a statement of financial interest that 
WOC's are required to file under section 710 (b) (6). 

It is my considered opinion that esate citizens who, at their 
Government’s urging and pursuant to an act of Congress, voluntarily 
undergo short periods of training to maintain themselves currently 
effective for service during future national emergencies should not be 
required to publicize their private financial affairs. 

In a letter to the chairman of the House Committee on Banking and 
Currency under date of March 28, I pointed out that despite the known 
willingness of men of standing and ability to prepare themselves to 
serve their country without pay in times of national emergency, in my 
judgment, the proposed amendment will make it virtu: ily impossible 
to recruit an adequate Executive Reserve and will probably destroy 
the program. Director Flemming, on the same date, in a similar letter 

to Chairman Spence, said, “I have little doubt that such an amend- 
ment would greatly hamper, if not preclude, the successful establish- 
ment of a Reserve capable of carrying on the extraordinary affairs of 
Government in time of mobilization.” Unless the Congress wants to 
dispense with the Executive Reserve provided for in the 1955 act, I 
consider this filing provision in the House committee’s bill simply must 
be eliminated. I can conceive of no reason why a man should pub- 
licize his private financial affairs merely to have his name go on this 
Executive Reserve list where he has no present duties and puts in each 
year only a matter of days to keep up to date on his possible duties in 
time of emergency. 

Mr. Chairman, this concludes my statement. I am very happy to 
have had a chance to make this statement to the committee. I would 
just add this word: I am extremely hopeful that the action taken by 
the House committee may not be the final action of the Congress. On 
the matter of members of the Reserve filing financial statements, I am 
sure that it will kill the program, for no good purpose. 

Senator Busu. May I ask a question, Mr. Chairman ? 

Senator Frear. The Senator from Connecticut. 

Senator Busu. When Dr. Flemming was down here Monday, he 
testified to the effect that the statements required under the amend- 
ment we put into the 1955 act for the WOC’s which required them to 
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state every 6 months the interests, if any, that they had, or to state 
whether they had any interests or what companies they were in, did 
not in any way handicap the program. Do you recall that, Mr. Chair- 
man? Isthat substantially what he said ? 

Senator Frear. That ismy understanding. 

Senator Busu. Your statement refers to the amendment for the 
Executive Reserve, which is a different group of men, of course, and 
not a full-time group, which the WOC’s are, at least during the period 
they are in service. I take it that you mean to differentiate between 
these two groups. Do you have any objection, for instance, to the 
requirements presently existing for the WOC’s respecting financial 
statements ‘ 

Secretary Weeks. Senator Bush, when I went before the House 
committee, I did make a statement that I hoped that the provision for 
filing might be elimintaed, so far as WOC’s were concerned. I have 
not made that statement here, although it is my belief that it is unfair 
to single out this one group of individuals in the whole Government 
as the only ones who have to file. But I am not making that plea to 
the committee here today. I am distinctly differentiating between 
those who come down here and work here for a period and file under 
the amendments set up by the 1955 act and the people who sign up 
for this Reserve. 

I would like you just to visualize what they do. You are a manu- 
facturer in Connecticut. You are asked to join this Reserve, and you 
signify your willingness to do it. You come down maybe a couple 
of times a year for 2 days, to get brought up to date on how this thing 
works. You do no work. You give no advice. You do nothing 
except take a short refresher course. If any trouble occurs, then they 
are available, but until trouble occurs they do not do any more than 
that, and to ask them to publicize their financial affairs—lI just do not 
see how you can get people to do it. 

Senator Busu. If this Executive Reserve was called into action in 
an emergency, then they would become WOC’s and subject to that pro- 
vision of the act; is that not true ? 

Secretary Werxs. Yes, certainly. The minute they come on the 
roll and stay here and go to work they would file. 

Senator Bus. Am I correct that the provision requiring state- 
ments from the WOC’s does not require a detailed statement as to the 
extent of holdings, but rather just speaks of the individual case—“I 
do have an interest in Kennecott Copper” or “I do have an interest 
in U. S. Steel”—but does not have to say 10 shares or 10,000 shares, 
just the fact that he has an interest ? That has not proved to be too 
much of an embarrassment, would you say, to this point ? 

_ Secretary Weeks. It has not stopped anybody that we know of from 
signing up or staying signed up, so to speak. 

Senator Busu. Does the amendment which you object to in the 
House bill require more detail than that for the Executive Reserve 
officers, or does it require the same disclosure that is required for the 
WOC's? 

Secretary Weeks. Identical filings. 

Senator Busu. With the WOC’s? 

Secretary Weeks. Yes, sir. 

Senator Busn. In the present law ? 

Secretary Werks. Yes, sir. 
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Senator Busu. And although that is not detailed, you still feel 
nevertheless that any statement requiring the Executive Reserve to 
disclose the fact that they have any interests in any company would be 

a deterrent to building up that Reserve ? 

Secretary Werks. I believe it would, sir, and it would serve no good 
purpose for the Government to get it from the Reserve because they 
are not here as employees. The minute they come here and stay here 
and go to work, then they will have to file. 

Senator Frear. I believe, in support of what you have just said, 
Mr. Secretary, that it might be well, if you have no objection, to put 
into the record section 5 of the President’s Executive Order 10660, 
which states : 

Activities of persons by reason of designation as Executive Reservists under 
this order shall not include acting or advising on any matter pending before any 
department or agency, but shall be limited to receiving training for mobilization 
assignments under the Reserve program. 

Secretary Weeks. That clearly defines the line between the two 
groups. 

Senator Busu. I have no other questions. 

Senator Frear. May I ask, Mr. Secretary, just along this line, what 
kind of training does the Executive Reservist get? Is it lectures and 
talks? How much detail as to the operation of the functions they 
may be called npon to perform are they familiarized with? 

Secretary Weeks. May I ask Mr. McCoy, the Deputy Adminis- 
trator, to answer that. 

Mr. McCoy. Mr. Chairman, the complete program for training ex- 
ecutive reservists has not as yet been worked out. We plan, if we 
‘an continue the program, to bring them to Washington once or twice 
a year, depending upon circumstances, to hear the various officials of 
Government who are concerned with our mobilization planning pro- 
gram—the Secretary of Defense, Secretary of Commerce, Dr. Flem- 
ming—and then in addition to present them, so far as we can within 
classified limits, the kind of planning and blueprinting that is being 
done for emergency action of the Government in time of war, and so 
far as possible the kinds of responsibilities that they as a group would 
be asked to undertake, largely in the field of the civilian agencies hav- 
ing to do with controls of materials and production, programing, and 
matters of that sort which would be involved if we were in an emer- 
gency requiring the Government to take over in many cases the control 
of economic matters. 

Senator Frear. Do you think, Mr. Secretary, that it might be help- 
ful to have authorization in this program for your men that you call 
upon in this category to have access to the War College or other. De- 
fense Establishment programs? To coordinate the civilian with the 
military ¢ 

Secretary Werks. As I visualize it, they would come in here for a 
couple of days’ refresher course. Practically all of them will have 
had some experience here as WOC’s or as career people. As time 
goes on, if we stay at peace, we will build up more and more people 
who have been through the mill on this WOC basis or in the career 
service, and they will just come back and be brought up to date on. 
the mechanics of the operation, as to how it is changed and so on. I 
would say, subject to the security considerations, which I assume would 
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be taken care of, that they wouldn’t be a reservist unless they were 
cleared, and that they should have access to what is going on in the 
process of handling the Office of Defense Mobilization. 

Senator Frear. If such an authorization were placed in this, it 
certainly would not be a deterrent or a disadvantage to you in your 
position of recruiting reservists, would it? If it does not help, of 
course, I assume there would be no reason to suggest it; but if it would 
be of some assistance, then I suspect we might be able to get such 
authorization. 

Secretary Weeks. I certainly do not think it would be a deterrent. 
T am not sure that it is necessary, but it would be a plus factor rather 
than a minus factor, to some degree, I should think. 

Senator Frear. But if you see no general need for it, there is no 
reason to encumber the legislation with things that are not of ad- 
vantage. 

Secretary Werks. I would like to ask Mr. McCoy. 

Mr. McCoy. I would say, Mr. Chairman, that it would not be nec- 
essary. I believe that we would get all of the cooperation from all 
departments of the Government that is necessary, because you remem- 
ber all departments will have their own executive reservists and their 
own group, and we would expect in many cases to merge all of the 
activities together so that we would get cross-consultation. 

Senator Frear. It was in that light that the suggestion was made. 
I recognize the fact that in some of our departments, such as the Atomic 
Energy Commission, all of the people may not know the workings of 
every other department, so to speak; but I do think in creating an 
active reserve in time of emergency we should not handicap the people 
that you are going to call in to do a job perhaps overnight, without 
much notification beforehand. 

Secretary Werks. I think it would be more a plus factor than any- 
thing else, but I do not think it is absolutely necessary. That is the 
only point I would make. 

Senator Frear. Senator Bush, do you have a question? 

Senator Busu. I do, but I did not want to interrupt your chain of 
thought. Mine is going to change the subject. 

Senator Frear. I suspect mine will, too. May I say at this time, 
Mr. Secretary, that the personal opinion of the chairman of the sub- 
committee is that I have great admiration for what not only the 
Department of Commerce is doing but Dr. Flemming and the other 
agencies of the Government. in establishing a civilian file on people 
who are qualified and capable of lending assistance of great value to 
the Government in time of emergency. I want to be of all the help 
and assistance to the agencies and departments that I possibly can. 
As you know, in getting legislation through the bodies of Congress, 
those who are repeals for the action on the floor are subjected at 
times to questions by other Members, and in order to be fortified with 
the answers to those questions I would like, before you finish your 
testimony, to be privileged to ask questions. I can assure you they 
are in no way personal, but to strengthen the position of the com- 
mittee so that they can get this legislation through as quickly as 
possible. If you think any of those questions are not legitimate ones 
or ones that you would hesitate to answer, I can assure you that they 
are not intended for any embarrassment or not intended in any way 
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to place you or the Department in a position in which you cannot 
defend yourself. 

Secretary Weeks. Thank you, sir. 

Senator Busu. Mr. Secretary, I want to go back to the Bennett 
amendment, concerning which I made a statement at the opening of 
this session. Have you had a chance to look at that amendment? 

Secretary Werks. Yes, sir. 

Senator Busa. Would you like a copy of it? 

Secretary Weeks. I have one right here, sir. 

Senator Busy. Do you care to state at this time whether you favor 
that amendment or not ? 

Secretary Weeks. I think, Senator, that we probably have legis- 
lation on the books sufficient to do the job, if it can be done—the job 
of dispersion. Obviously, under present conditions of possible dam- 
age by attack, dispersion is desirable. Everyone agrees to that, I 
am sure. Dispersion is a very difficult problem through our tax 
amortization process, rapid tax amortization process, and mobilization 
goals and planning, and so on. We continually are thinking about 
dispersion. I think we are not getting along with it as well as you 
would like to get along, but dispersion is a very difficult problem. 
With all due regard for Senator Bennett's amendment, I do not 
think it would help us to get along on the road very much faster 
than we are. 

Senator Busu. Mr. Secretary, Dr. Flemming testified, in answer 
to questions which I asked him, that he thought that at the present 
time, without any amendment to the law whatever, the Office of De- 
fense Mobilization—indeed, the Government—had the necessary au- 
thority to carry out a policy of dispersion, and that the passage of the 
Bennett. amendment would not actually enlarge the scope of that 
authority. “Well, then,” I said, “why do we pass an amendment? 
Why do you favor an amendment when it does not actually increase 
the authority which you have?” His answer I believe was to the effect 
that. he would like to have congressional endorsement of the policy. 
He thought it would be greatly fortified by having that. 

I would like to say again that I do not see that that makes any sense 
whatever, and that I am very much afraid that the passage of any 
such amendment here would be looked upon—and especially the way 
this amendment is drawn—as somewhat of a mandate for the ODM 
to go out of its way to disperse where it might not even be necessary 
in the interests of the whole situation. I am very glad to hear that 
in your judgment you believe that the existing authority is sufficient 
to carry out the policy of dispersal without any amendment to the law. 
Is that correct ¢ 

Secretary Weeks. Senator, let us put it this way: This amendment, 
I would repeat, I do not think would do much that we are not doing 
now. And particularly the last sentence, “Nothing contained in this 
paragraph shall preclude the use of existing industrial facilities,” 
seems to me to water down the instructions in the amendment itself. 
I think it is highly desirable for this committee and the Congress to 
take an interest in dispersion of industry, under the conditions in 

which we live and the world today. I would think that if the com- 
mittee wanted, in its report on the bill or otherwise, to instruct ODM 
and the Commerce Department to give an exhaustive look at what we 
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are accomplishing and how we are proceeding and make recommen- 
dations, if there are any, that would come from such a study, that 
would be highly desirable. But I cannot see that this amendment is 
necessary or - does anything that we are not trying to do today. 

Senator Busy. I am very glad to hear you say that. If you look 
at page 2 of the amendment, and you read the last sentence, just above 
that in the preceding sentence it says that each department and agency 
of the executive branch shall, under the coordination of ODM, apply 
to the greatest practical extent, consistent with existing law, the prin- 
ciple of the geographical dispersal of such facilities in the interest 
of national defense. The amendment bases the whole thing on geo- 
graphical dispersal and ignores whatever other advantages or facilities 
may be offered in some areas. I think it is a very dangerous amend- 
ment for that reason. In my judgment it goes far beyond the existing 
authority which Dr. Flemming said was sufficient in his judgment 
to let them carry out a policy of dispersal that they thought was 
adequate. But this amendment hamstrings this situation and virtually 
says that the principle of geographical dispersal of facilities is the 
only element that should be taken care of or should be taken into 
account in the establishment of new facilities—not existing facilities 
but expansion of existing facilities, too. I think it is a very dangerous, 
very bad amendment. 

Secretary Werks. Senator, I would not recommend laying too much 
stress on the geographical element. Actually, dispersion means dis- 
persion geographically. If you put five plants in one closely knit 
area, you would not have dispersion. Now, as we move along in the 
procurement setup of the Government and defense setup, I think it 
1s wise to have 3 or 4 sources for a particular product or component. 
[f it has but 1 source, or if it has 2 sources and they are right in the 
same town, then I think we are not wise in failing to try to do some- 
thing. But I do not think this amendment lets us do anything we 
are not trying to do now. However, if you had an important com- 
ponent of a jet engine and the only place you could get it was in one 
particular locality, it seems to me that we are foolish not to geographi- 

ally distribute the source of supply if we build a new production 
facility. Do you see what I mean? 

Senator Busn. Yes, I see what you mean, but I still insist that 
the purpose of the amendment is to insist upon geographical dis- 
persion as the only component of policy in determining where new 
plants or extensions of plants may be located by the ODM. If you 
read that amendment carefully, that is all it says. That is the only 
principle taken into account. I think it is a very dangerous amend- 
ment, because it might be misinterpreted and political pressures in 
areas might be brought to bear on the administration that would be 
sufficient to compel them to make a very bad geographical dispersal 
of property. So I am very glad to hear that the ‘Secretary of Com- 
merce has no interest in this amendment and does not consider that 
it is of sufficient importance for us to pass it. 

Secretary Werks. Exactly. 

Senator Frear. I do not want the Senator from Connecticut to 
put words in the Secretary’s mouth. 

eo Busu. The Secretary just said “That’s right” after I 
finished 
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Senator Frear. Certainly the chairman of the subcommittee 
should not be, I suppose, in the position of attempting to defend the 
amendment offered by the Senator from Utah, but I would like to 
point out that I believe the Senator’s amendment pertains mainly to 
where the Government may give some advantage to new construc- 
tion. for instance, tax certificates, or where there may be some Gov- 
ernment money involved, although I do recognize the principle in 
procurement could perhaps go farther than that. 

Mr. Secretary, if it has not already been granted to you, on both 
of the bills introduced by the Senator from Utah and the Senator 
from Connecticut your Department will have the opportunity to give 
its observations. May I say that we would like to have them for 
consideration of the committee in reply to the general letter that 
goes out from the committee seeking your advice and opinion on 
those bills. 

Secretary WrEKs. We will provide it, sir. (See p. 115.) 

Senator Busn. Again I did not want to interrupt the chairman, 
but I did want to make this request—and this is parenthetical to this 
discussion—that I think, if the chairman please, it would be well 
to hold this hearing open or hold the record open for a few days, as 
I believe there may be some people who would like to come here and 
testify on this amendment. 

Senator Frear. On the amendment offered by the Senator from 
Connecticut ? 

Senator Busu. No, on the amendment offered by the Senator from 
Utah. 

Senator Frear. I think it is the usual regulation or at least the 
unwritten rule here anyhow, Senator, that the presiding officer of the 
subcommittee give advantage to those who would like to appear as 
far as it is possible. If it is not possible to hold the hearings open 
so that they can make a personal appearance they certainly “will be 
granted an opportunity to supply information for the record. 

Senator Busu. All right, sir. I have no further questions. 

Senator Frear. If you prefer, Mr. Secretary, I will supply you 
with a copy of these additional questions, as well as the reporter, 
and give you the discretion of supplying the answers as soon as pos- 
sible, not attempting to answer them now. You have the opportunity 
of taking your choice as to whether you prefer to answer them now 
or supply the answers for the record, but I hope you will feel free 
to take advantage of supplying the answers at your convenience, 
which we would hope, of course, would be rather quickly, as we would 
like to get this legislation on the road. If you prefer to answer them 
immediately, certainly the privilege is granted. 

(The questions and answers referred to follow :) 

Question. I notice that all the job descriptions except that of Mr. Jones, the 
Director of the Automotive Division, contain an extensive section on the De- 
partment’s program designed to foster, promote, and develop United States In- 
dustry and commerce. These sections describe duties unrelated to defense and 
mobilization. Was this omitted from the job description for the Automotive 
Division because the lawyers for the Automobile Manufacturers Association did 
not think the exemption from the conflict of interest statutes covered these non- 
defense, nonmobilization activities? (See Celler hearings, p. 497.) 

Answer. Yes. The reference to nondefense duties was omitted from the job 


description for the WOC Director of the Automotive Division because counsel 
for the Automobile Manufacturers Association was of the opinion that the ex- 
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emption from the conflict of interest statutes did not extend to nondefense, non- 
mobilization activities. Although we were willing to make this administrative 
arrangement to meet the wishes of the Automobile Manufacturers Association, 
this did not signify that we agreed with the position of its counsel. We have 
held a contrary view and we invite the committee’s attention to the fact that 
of all the firms and industries that have furnished WOC’s this is the only 
instance where such a stipulation was ever requested. 

The Defense Production Act, as is indicated in its preamble (sec. 2), is ad- 
dressed to problems of our national defense and security and to the mobilization 
efforts required to meet them. It speaks in broad terms embracing our entire 
economy. In this context it is often difficult to make a clear distinction between 
matters which have a defense relationship and those which do not. Only too 
frequently matters which appear to be primarily of interest to the business 
community are found to have defense implications of considerable significance. 
The act does not speak in terms of degrees of defense interest. Accordingly, we 
have considered that the act, in authorizing exemption from the designated 
conflict of interest statutes, and Executive Order 10182, in providing such 
exemption, were calculated to avoid the uncertainties of measuring and evalu- 
ating the defense interest; likewise that it was intended that the exemption 
thus provided was to be a complete one except insofar as the force of those stat- 
utes was revived and made applicable to violations of the limitations expressed 
first in Executive Order 10182 and later written into section 710 (b) (4) of the 
act and section 201 of Executive Order 10647. Those limitations were in turn 
intended to serve as complete substitutes for the statutes in question in protecting 
the public interest in the areas covered by the statutes. In our opinion the 
limitations are fully adequate for the public protection purposes for which they 
were intended. Briefly, they provide that the exemption does not extend to: 

(a) The negotiation or execution, by such appointee, of Government contracts 
with the private employer of such appointee or with any corporation, joint stock 
company, association, firm, partnership, or other entity in the pecuniary profits 
or contracts of which the appointee has any direct or indirect interest ; 

(>) Making any recommendation or taking any action with respect to in- 
dividual applications to the Government for relief or assistance, on appeal or 
otherwise, made by the private employer of the appointee or by any corpora- 
tion, joint stock company, association, firm, partnership, or other entity in the 
pecuniary profits or contracts of which the appointee has any direct or indirect 
interest ; 

(c) The prosecution by the appointee, or participation by the appointee in 
any fashion in the prosecution, of any claims against the Government involving 
any matter concerning which the appointee had any responsibility during his 
employment under subsection 101 (a) of Executive Order 10647 during the 
period of such employment and the further period of 2 years after the termina- 
tion of such employment ; 

(d@) The receipt or payment of salary in connection with the appointee’s 
Government service from any source other than the private employer of the 
appointee at the time of his appointment under subsection 101 (a) of Executive 
Order 10647. 

Question. In the Automotive Division, who performs these nonmobilization 
functions? 

Answer. In the Automotive Division the nondefense, nonmobilization duties 
are handled by the full-time, salaried, career Deputy Director of the Division 
and other full-time, salaried personnel. The WOC Director is advised to con- 
sult with appropriate members of the staff of the General Counsel of the De- 
partment in any instance in which there may be doubt as to the existence of a 
defense or mobilization interest or aspect of the particular matter at hand. 

Question. Why could not this practice be followed in all the divisions where 
the directors are WOC’s? 

Answer. We do not feel that it would be sound or desirable to adopt the 
Automotive Division practice generally because of the administrative difficul- 
ties which as pointed out earlier would be involved in attempting to determine 
whether and to what extent a defense interest is present in each case through- 
out all the activities of the 25 industry divisions of BDSA. 

Question. I notice that many of the job descriptions are set up as WOC posi- 
tions. My understanding was that a WOC would only be obtained if a full-time 
salaried employee could not be found. How do you reconcile the establishment 
of these positions as WOC positions with this policy? 








So 


aa sedi 


MOO i es a 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 109 


Answer. The preparation of certain job descriptions as descriptions of WOC 
positions is not inconsistent with our policy to fill the positions with full-time 
salaried employees if possible. Job descriptions must reflect duties and respon- 
sibilities as they are actually performed by the person holding the position, 
whether he is salaried or without compensation. 

An earnest and continuing effort is made to find a fully qualified full-time 
salaried employee for the job. If and when we are successful in finding a quali- 
fied full-time salaried employee for the job, an appropriate job description is pre- 
pared for him. Jobs as division director now held by full-time salaried em- 
ployees are routinely so described. 

When we are not able to find a fully qualified full-time salaried employee for 
the job, and hence have to fill the job on a WOC basis, the job description must 
be drafted to reflect the duties and responsibilities which a WOC may perform 
within the limits of congressional policy as set forth in the Defense Production 
Act and Executive Order 10647. 

Question. The Civil Service Commission’s report (p. 4) on WOC’s states that 
the supporting statements showing that the position requires a person of out- 
standing experience and ability, that the appointee has the outstanding ex- 
perience and abiltiy required by the position and that Commerce has been unable 
to find a person who can fill the position on a full-time salaried basis were not 
filed by the time the survey was made. How could you certify to these con- 
clusions without these statements? 

Answer. The Commission’s report as to the absence of written validating 
statements under section 301 (b) of Executive Order 10647 refers, as we under- 
stand it, to some 89 WOC appointments. Of these, 19 were persons appointed 
prior to August 1, 1955, the effective date of the Defense Production Act Amend- 
ments of 1955, and hence were not subject to section 301 (b) in accordance with 
advice from the Civil Service Commission. 

The remaining 20 cases involved appointments administratively approved by 
the Secretary in accordance with the Defense Production Act, as amended, be- 
tween August 1, 1955, and December 1, 1955, the day on which the Department 
received Executive Order 10647. This order prescribed a new requirement as to 
validating statements for appointments made on or after August 1, 1955. 

Action was taken immediately to comply with this requirement with respect 
to all new appointments thereafter which had not been approved by the Secretary 
prior to that time. It was not understood at first, however, that the requirement 
applied retroactively to appointments effected prior to receipt of the Executive 
order in the Department. Subsequently, the Civil Service Commission advised 
the Department informally that the requirement applied retroactively to such 
appointments. Accordingly, the Department proceeded immediately to prepare 
formal written validation statements reflecting administrative actions and con- 
clusions on the basis of which the appointments in question had been made. It is 
important to emphasize that the information and considerations which the recent 
Executive order required to be formalized in written statements were in every 
case at hand at the time appointments of WOC’s were approved by the Secre- 
tary. The preparation of the written statements, which was time-consuming, 
was not completed when the Civil Service Commission inspected our records. 
It has been completed since that time. 

Question. Have you yet complied with this requirement of Executive Order 
10647 ? 

Answer: As indicated above, this requirement of Executive Order 10647 
has been fulfilled. 

Question. Would you please supply for the committee copies of these state- 
ments for each of the WOC’s now on your roll? 

Answer. A copy of the validating statement required for each WOC expert or 
consultant under Executive Order 10647 who is now on the Department’s rolls 
is attached. (See p. 242.) 

Question. I see from your letter that you are not now appointing persons as 
WOC’'s unless they are receiving from their private employers more than the 
amount the positions would pay. 1! also understand that so far all your appoint- 
ments have been positions paying less than $14,800. Do you think it is customary 
in private business to pay a person of outstanding experience and ability less 
than $15,000? 

Answer. It is difficult to answer categorically whether it is customary in pri- 
vate business to pay a person of outstanding experience and ability more or less 
than $15,000 per year. Earnings are only one indication of outstanding experi- 
ence and ability, not to be relied upon to the exclusion of other considerations. 


76559—_56——8 





110 DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 


The level of an individual’s earnings is often affected by such other considera- 
tions as the nature of the industry, and size and ability of the company to pay, 
and the particular field of expertness and breadth of experience of the indi- 
vidual. It is a fair observation, however, that with few exceptions the WOC's 
employed in BDSA have been men who in private industry were earning in 
excess of $15,000 per year. 

Question. Your letter indicates that you have not had difficulties with the 
problem of WOC’s making decisions on policy matters. Could you give us an 
example of the kinds of decisions which the WOC’s have turned over to full-time 
salaried employees in compliance with the act? 

Answer. Following are typical examples of policy decisions which are made by 
responsible full-time salaried Government officials and with respect to which, as 
provided in the act, the WOC’s role is limited to advising such officials: 

(a) The issuance by the agency of orders and regulations aimed to insure the 
prompt delivery of materials and products needed for current military and 
Atomic Energy Commission production and construction programs. Such regu- 
lations establish priorities to be accorded defense-rated orders, and include the 
series of regulations commonly referred to as the defense materials system. Of 
similar import are decisions to amend and modify these regulations from time to 
time as circumstances require. 

(b) The issuance of delivery directives pursuant to existing regulations and 
orders. 

(c) The establishment of set-asides pursuant to existing regulations or orders. 

(d@) The granting of exceptions and adjustments to individuals or firms 
affected by existing regulations or orders in a manner causing undue hardship 
not suffered by others in the industry. 

(e) The adoption of appropriate standby orders and regulations for promulga- 
tion in the event of emergency. 

(f) The recommendation of expansion goals to the Office of Defense Mobiliza- 
tion. 

Question. In your letter of April 4 to Senator Fulbright you stated that there 
are shortages in many kinds of steel—particularly heavy structural steel. Your 
letter also indicates your belief that this demand will continue for several months 
but that you do not believe any legislative or governmental action should be taken 
at this time. The Attorney General’s report on small business raises questions 
about the allocations of scarce materials by producers and recommends that an 
authoritative economic survey be made on the current method of distributing 
materials in short supply to the civilian economy and the effects upon the opera- 
tions of small-business firms. Would you agree that such a survey would be 
desirable? 

Answer. This is an economy of free, private enterprise. No company can exist 
unless it satisfies its customers. This is as applicable to steel producers as to any 
other manufacturers. While steel producers today can route their products to 
just a few large consumers and still operate at 100 percent capacity, this just 
isn’t the way business operates. 

Business looks to the future and is fully cognizant of the economie fact that 
customers change and business changes, too. Any company would, as a matter 
of self-interest, be bound to a policy of spreading its products as widely as 
possible to provide a cushion against economic shifts. So, while some small 
businesses may be suffering from lack of materials, so are big companies. 

The distribution of products by private producers is to be preferred to distribu- 
tion by Government with all its pitfalls, preferences, and exceptions. The At- 
torney General in the report cited recognized that “the present economic picture 
does not require the imposition of Government controls over the production and 
distribution of raw materials.” He concluded that a power of allocation limited 
to assisting small businesses would be impracticable without involving complete 
allocation over particular materials. 

It is our observation that the steel industry is extremely competitive. Its 
salesmen are constantly seeking to add new customers and to induce present 
customers to increase their orders. This does not necessarily mean that all 
customers are able to purchase from any one producer all the tonnage for ship- 
ment as fast as they would like to have it. 

As to the share of steel output being delivered to small business, we do have 
the following information: The normal source of supply for small business 
is the availability of steel products in local steel distributors’ warehouses. We 
do not have any area breakdown of such distributors, but can only refer to 
reports submitted by the American Iron and Steel Institute. These institute 
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reports cover approximately 97 percent of total steel production, and show 
a good continuing supply of overall steel shipments to such distributors. These 
reports are broken down into two categories: Shipments of steel products to 
distributors, including distributors serving the oil and gas industry and ship- 
ments to distributors excluding the oil and gas industry. The relative figures 
of such shipments for the years 1954, 1955, and January and February of 1956 
are as follows: 

All distributors, 1954: 11,999,470 tons, equal to 19 percent of the total 
shipments of all steel products. 

Distributors serving industries other than oil and gas, 1954: 9,948,440 
tons, or 15.75 percent of all shipments. 

All distributors, 1955: 15,758,000 tons, equivalent to 18.6 percent of total 
shipments. 

Distributors serving industries other than oil and gas, 1954: 13,561,514 
tons, or 16 percent of total shipments. 

In the months of January and February 1956, shipments to all distribu- 
tors, including oil and gas, were at the annual rate of 16,916,922 tons, or 
at the projected rate of 18.75 percent of total shipments. Shipments to 
the steel distributors, excluding oil and gas industry, were at the annual 
rate of 14,444,526 tons, or a projected rate of 15.99 percent of total shipments. 

We do not wish to appear as opposing the obtaining of more detailed informa- 
tion which might be helpful to an understanding of the effect on business of 
existing distributive techniques. Any such a survey should, however, take into 
account two important factors. First, it should be made crystal clear to those 
who are surveyed that under existing laws they may select and deal with their 
customers as they deem appropriate so long as they do not engage in concerted 
actions or discriminate in a manner declared illegal. No implication of guilt 
should be allowed to arise from the mere conduct of a survey. Second, any 
such survey should be conducted in a manner which assures that adequate 
attention is given to needs of the business community as a whole rather thap 
devoting disproportionate attention to a part of that community. 

Question. Along with such shortages have grown many increases in the price 
of commodities other than farm products and food. I have a table here made 
up from the BLS publications which I would like to insert in the record at this 
point. This shows that all commodities other than farm products and food have 
risen from an index of 113.2 for 1952 to 115.2 in January 1955 to 119.2 in Decem- 
ber 1955 and to 121 as the preliminary figure for March 1956. Many individual 
items, particularly the basic materials have gone up much more sharply. Copper 
ingot, for instance, went up from 142.6 in January 1955 to 204.4 in December 1955 
to 218.6 as the preliminary figure for March 1956. Do you expect these increases 
in the basic materials will soon be refiected in the cost-of-living index? 

Answer. There are too many factors influencing the cost-of-living index to 
make any general statement of the possible effect of recent increases in basic 
materials being refkected in the composite index. For instance, copper which you 
cite has recently declined considerably. Productivity increases can offset price 
increases. 

Question. I notice that the United States steel annual report for 1955 discusses 
institutionalized inflation at some length. It attributes this inflation to two 
causes: industrywide labor unions, which seek to outdo each other in elevating 
employment costs, and the Government full-employment policy. Is it your view 
that the Government’s full-employment policy is undesirable? 

Answer. It is our view that the Government’s full-employment policy is 
desirable. Certainly employment for all of our people able, willing, and seeking 
to work is a desirable goal. The alternative, of a surplus labor pool which would 
depress labor costs, is unthinkable. With proper economic climate, private ini- 
tiative will find the ways and means of increasing employment opportunities. 
We believe that government should contribute to assuring this proper economic 
climate. For example, as the President said in his latest economic report: 

“Government can contribute to the strengthening of competitive enterprise 
through monetary, fiscal, and housekeeping policies that promote high and rising 
levels of economic activity.” 

Question. The price index for finished steel products has risen from 127.2 for 
1952 to 144.6 in January 1955, 154.8 in December 1955, 157.1 as the preliminary 
figure for March 1956. The newspapers contain many articles and speeches indi-- 
cating that the price of steel will have to be raised still further. I notice, how- 
ever, that the steel companies are reporting extraordinarily fine profits for 1955 
and the first quarter of 1956. United States Steel had an income, after taxes, 
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of $370 million for 1955, almost $100 million better than any previous year. 
And reports for the first quarter of 1956 indicate bigger profits than for the same 
quarter for 1955. With these profits, does this sound to you like a sound basis 
for requesting price increases? 

Answer. We do not have sufficient information with respect to the steel 
industry to answer such a question even if we considered it appropriate or 
proper to express a view on the soundness of a request in the near future for 
price increases. 

The situation from the viewpoint of those with intimate knowledge in this 
matter is far from clear. For example, the President of the largest steel pro- 
ducer is reported recently as stating that his organization does not contemplate 
any general advance on the price of steel mill products at this time. He further 
said: “What effect labor negotiations will have remains to be seen. All I can 
say at this time is that we will have to review our situation in the light of the 
circumstances as they then exist. In the meantime, we are continuing to review 
individual products in the light of all the conditions surrounding the products— 
in other words, competitive conditions and cost relationships. There may be 
1 or 2 changes in the near future.” 

On the other hand, a high official of another large producer is reported as 
stating that there was a good improvement in earnings in the first quarter of 
1956, as compared with the similar quarter in 1955, but that the earnings were 
not satisfactory in view of steel companies’ need for higher earnings to help 
finance expansion. He forecast also that the demand next year will be higher 
than this year, and that the country may again encounter a steel shortage and 
that is something we can’t afford. “Steel producers need the higher prices,” 
he emphasized, “to help finance the cost of building new capacity, which is needed 
to avert further steel shortages.” He said the time is approaching when the pro- 
ducers can add capacity to existing plants. Within 5 years, he went on, the 
industry will have to begin building new plants. His own company definitely 
will, he added, and it will cost “enormous amounts of money.” “Putting up a 
2-million-tons-a-year plant would cost a minimum of $650 million and as we can’t 
borrow it all from the public, it means we have got to earn more money than 
we are doing now, and one way to do it is to get higher prices.” 

We have at all times urged manufacturers to watch their pricing policies— 
not to take advantage of scarcity to make exorbitant profits. But it is up to 
management to determine their policies, to not only earn a fair return on their 
investment, and to pay good wages; but to provide the capital out of earnings 
to replace and rebuild, and expand the facilities, much of which is outmoded 
and worn out. 


Senator Frear. There is a question I would like to ask. It wa 
brought out when Dr. Flemming was here on Monday, Mr. Sec saary, 
when the chairman of the subcommittee asked Dr. Flemming about 
transportation orders T-1 and T-2. He was not too familiar with 
these orders, but suggested that you might be able to tell us something 
about them. 

Secretary Werks. Well, the T-1 and T-2 orders were originally 
issued in 1950. We are proceeding under those orders today as was 
the case when they were first inaugurated. They are issued under the 
authority contained in section 101, and they are aimed toward pre- 
venting materials or products from going to China, Macao, and so on— 
Communist Chinese countries or ports nearby—in American bottoms 
or on American aircraft from whatever source they may originate. 
We are proceeding under the orders as they were ori iginally “issued 
and going : ahead and trying to do a job in that area. 

In 1953, when the House of Representatives amended the Defense 
Production Act by accepting the proposed wording of section 101 (b), 
as it now reads, the Committee on Banking and Currency stated with 
respect to these two orders: 

Under the authority in title I of the act the Secretary of Commerce in 1950 


issued orders prohibiting the transportetion in ships or aircraft of commodities to 
Soviet bloc countries, Hong Kong, Macao, or to Communist China. These orders 
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are identified as T—-1 and T-2. Your committee does not intend by the language 
of subsection 101 (b) to indicate disapproval or limitation in any manner of the 
authority such as that exercised by the Department of Commerce in allocating 
facilities under the act so as to prohibit carriage by ships documented under 
United States laws or aircraft registered under United States laws to Soviet 
bloc countries, Hong Kong, or Macao, or movement by such ships or aircraft to 
Communist China. On the contrary, the committee considers such action bene- 
ficial and its continuance necessary. (P.5, Defense Production Act amendments 
of 1953, report from the Committee on Banking and Currency, H. Rept. 516, 83d 
Cong., Ist sess.) 

Senator Frear. Your department is thoroughly familiar with the 
objects of the orders? 

Secretary Weeks. Yes, sir. We are administering the orders to- 
day. 

Senator Frear. May I emphasize, Mr. Secretary, that I sincerely 
hope that, as far as you feel free to do so, you will amplify your 
answers to the questions that have been submitted. It does lend a 
great advantage to the floor manager of this bill should he be ques- 
tioned on the floor. Knowing the past history and past record of 
some of the sections involved in this extension, you can appreciate 
the fact that we would like to be well equipped. 

Secretary Weeks. Mr. Chairman, do you want me to just glance 
down the list of questions and answer those I want to answer now or 
suggest that I supply the answers? 

Senator Frear. The chairman of the subcommittee would certainly 
like to extend to you the opportunity and privilege of answering as 
you would desire, either now or later. 

Secretary Werks. I will just run down them. 

Senator Frear. While you are doing that, Senator Bennett can be 
brought up to date on what has happened thus far this morning. 

Secretary Weeks. Mr. Chairman? 

Senator Frear. Mr. Secretary. 

Secretary Weeks. Obviously, I can give you some information on 
these questions, but equally obviously I can do a better job if I may 
take advantage of your suggestion and supply the information. We 
can do it very promptly. 

Senator Frear. You certainly may, and we would not consider it 
taking any advantage of the committee, only the advantage and oppor- 
tunity offered, sir. “We do want to be in a position—I am a bit reluc- 
tant to emphasize this time after time, but there are Members of the 
Senate who are much more familiar with the processes of legislation 
around here than is the junior Senator from Delaware. There was 
never a time when he has found too much information available to 
fortify himself in protecting the interests of the bill that he has before 
them, and he would like to be well fortified, sir. 

Secretary Wrexs. I am sure of that, sir. 

Senator Frear. Although Senator Bennett is not a member of the 
subcommittee, Mr. Secretary, I hope you will offer no objection to a 
statement that the chairman of the subcommittee would like to make 
at this time in expressing that the Senator from Utah be given the 
privilege of supplying for the record his thoughts and views, not only 
regarding his own amendment but the amendment offered in bill form 
by the Senator from Connecticut. 

Senator Bennett. I will try to get that in, Mr. Chairman, as soon 
after the first of the week as possible, so as not to delay the committee. 
I appreciate the opportunity, Mr. Chairman and Senator Bush. 
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Senator Frear. If there is nothing else, Mr. Secretary and members 
of your staff, may we express our appreciation for the time that you 
have given to this, we feel, very important piece of legislation, and 
we hope that the subcommittee and the full committee and the Con- 
gress will act in accordance with the best interests of the Department 
and the country as a whole. We are grateful to you for your time 
and effort in being here this morning and giving us the advantage of 
your knowledge and bac ‘kground on the subject. 

* Secretary Weeks. Thank you very much, Mr. Chairman. We will 
come back if you want us. 

Senator Frear. I have an additional statement from Senator Ben- 
nett for the record. 

(The statement referred to foliows:) 


ADDITIONAL STATEMENT BY WALLACE F. BENNETT, A UNITED STATES SENATOR 
FROM THE STATE OF UTAH 


Mr. Chairman, following the statement I made before your subcommittee pro- 
posing the adoption of an amendment to 8. 3407, Dr. Arthur Flemming, Director 
of the Office of Defense Mobilization, the Senator from Connecticut, Mr. Bush, 
and I engaged in discussion concerning my amendment. In the course of this 
discussion Mr. Flemming indicated his support of the amendment and Senator 
Bush his opposition, 

The amendment has been interpreted by Sens a Bush as a “dagger pointed 
at the heart of New England” and as substituting a ‘“‘meat-ax approach” for pres- 
ent procedures in connection with industrial ceedamall The amendment has 
also been interpreted as establishing geographical dispersal as the “controlling 
factor” in industrial plant location. 

The purpose of the amendment is to have Congress make a declaration of 
policy with regard to industrial dispersal. I stated that I felt it would be well 
for Congress to support affirmatively a program which the Executive now ad- 
ministers. I stated further that I felt Congress’ past failure to speak out on 
this important matter has reduced the effectiveness of our industrial dispersal 
program. Dr. Flemming agreed that “if we are going to make substantial and 
intelligent progress in dealing with this very important problem, that it is neces- 
sary for the executive branch and the legislative branch to work as partners in 
connection with it.” 

The amendment does not apply the principle of industrial dispersal to exist 
ing industries. It does state that in the construction of future facilities or in 
the expansion or improvement of industrial facilities in which the Government 
renders financial assistance and in the procurement of goods and services the 
executive branch shall under the coordination of the Office of Defense Mobiliza- 
tion apply the principle of geographical dispersal to the greatest practical extent 
consistent with existing law. 

This does not mean geographical dispersal is the only factor to be considered ; 
but it does mean that Congress insists it be considered. ODM, as Dr. Flemming 
clearly indicated, would continue to handle decisions of this type on a case-by- 
ease basis. Due consideration would continue to be given to all other factors. 

Senator Bush said in the hearings, “I have a great deal of confidence in the 
discretion of the Office of Defense Mobilization and the armed services in con- 
nection with this matter, and I think they have acknowledged very wisely in- 
deed the situation.” ODM and the armed services, as well as the other executive 
agencies, would continue to make the actual decisions. My amendment does 
not change that procedure at all. But in asserting its interest in industrial 
dispersal formally, Congress would reinforce the executive in its efforts to 
achieve a balanced industrial dispersal program. A declaration of policy by 
Congress would also indicate to the American public that it was solidly behind 
industrial dispersal. 

Should some agency in the executive branch fail to give consideration to 
geographical dispersal as a factor in locating a new facility, Congress could, 
under my amendment, ask for an accounting. This does not mean, however, 
dispersal would be controlling. If the agency could show there were overriding 
reasons for not dispersing in a particular case, Congress, I am sure, would not 
quarrel with the decision. 
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I have as much confidence in my colleages in Congress as I do in the officials 
of the executive branch, and I believe they would both put national interests 
before sectional interests. I am sure Congress has no desire to “second guess” 
officials in the executive agencies. I do not believe Federal money should be 
used to build new industrial facilities in industrial areas already too concen- 
trated unless there are overriding considerations, such as when dispersal would 
result in undue delay in procurement of a critical item. 

I have consistently maintained that we cannot think in terms of moving 
existing industry to effect dispersal. To do that would be unwise and econom- 
ically foolish. I do believe, however, we should apply the principle of geograph- 
ical dispersal to future construction in which the Government renders assist- 
ance. This, it seems to me, is a minimum effort in view of our present vulner- 
ability and the dawn of the intercontinental ballistic missile with a hydrogen 
warhead. I believe the majority of the Congress will share my opinion that 
this is a realistic but effective approach to dispersal. 

I am not impressed with the argument that merely because the Executive 
Aas a program of industrial dispersal that Congress should be silent or concur 
only tacitly. Much of Congress’ time is spent considering tax legislation, appro- 
priations for construction, and appropriations for military procurement pro- 
grams. To continue to do this without asserting our policy with regard to 
industrial dispersal, which is directly related to each of these legislature activi- 
ties, seems unrealistic. I, for one, would like to feel that as vast sums of Fed- 
eral money are expended for these purposes I have mentioned, and that as 
we accord tax advantages to industries, we are in return getting results which 
justify the costs and efforts, results which may ultimately spell survival for 
millions of Americans in the event of an atomic attack. I can see no reason 
for Congress to remain silent with so much at stake. 


Senator Frear. Without objection, the departmental reports, these, 
letters, and other documents will be placed in the record. 
(Departmental reports received follow :) 


THE SECRETARY OF COMMERCE, 
Washington, D. C., April 20, 1956. 
Hon. J. W. FuLBrigut, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

DEAR MR. CHAIRMAN: This letter is in reply to your requests of April 25, 1956, 
with respect to S. 2879, and an amendment to 8. 3407 (the Defense Production 
Act extension) intended to be proposed by Senator Bennett. Both proposals 
express the policy of the Congress that Government construction, procurement, 
and financial assistance should be so used as to secure dispersal of our industrial 
potential. 

S. 2879 is concerned only with activities of the Department of Defense and 
does not refer to existing law while the proposed amendment to S. 3407 relates 
to all agencies of the executive branch and would amend section 2 of the Defense 
Production Act. Since “procurement” effective for the purposes of these bills 
is not a function performed under the Defense Production Act, reference thereto 
in 8. 3407 would appear to be inappropriate. 

Although this Department is of the opinion that it would be unnecessary to 
provide guidance on the subject of dispersal and carrying out the Defense Pro- 
duction Act in view of present practices of the executive branch, a congressional 
statement of the importance of dispersal would be helpful in securing public 
cooperation. 

It should be noted that the January 1956, Defense Mobilization order (first 
promulgated in 1951) provides: 

“It is the policy of the United States to encourage and, when appropriate, to 
require that new facilities and major expansions of existing facilities important 
to national security be located, insofar as practicable, so as to reduce the risk 
of damage in the event of attack; and to encourage, and, when appropriate, re- 
quire the incorporation of protective construction features in new and existing 
facilities to provide resistance to weapons effects suitable to the locations of said 
facilities.” : 

Under both the 1951 policy statement and 1956 Defense Mobilization Order 
I-19, the Federal Government has made dispersion of new defense supporting 
plants a major consideration in granting such defense production assistance as 
rapid tax amortization and defense loans. 
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Under Defense Mobilization Order I-19, “The Department of Commerce ( Office 
of Area Development) is responsible for providing guidance and assistance to 
departments and agencies of the Federal Government, to industry, public and 
private persons and organizations including local dispersion committees, in the 
application of the policy and criteria contained herein.” Under this policy every 
effort is made to insure that the greatest possible dispersal consonant with pro- 
duction requirements is achieved. 

Your committee has also referred to this Department S. 2857 which would 
amend the Defense Production Act and the act of September 30, 1950, to author- 
ize Federal assistance in the event of major disasters (64 Stat. 1109), with 
respect to procurement in major disaster areas. Again the Department would 
interpose no objection to the adoption by the Congress of an expression of the 
sense of the Congress that major disaster areas would receive assistance through 
Federal procurement contracts, although again we believe such an expression 
would merely constitute congressional endorsement of a firm policy of this 
administration. Section 2 of S. 2857 which would amend the act of September 
30, 1950, appears to be adequate and appropriate for this purpose. As noted 
above, amendment to the Defense Production Act with respect to procurement 
as provided elsewhere in the bill appears inappropriate since Federal procure- 
ment generally is not affected under this act. 

We wish to make clear our belief that disaster relief and industrial dispersal 
must never be made completely governing criteria of action taken by the Federal 
Government particularly when national defense is involved. Although both are 
extremely important, the exigencies of national defense may require subordina- 
tion of these criteria to more critical demands. For this reason the Depart- 
ment would strongly recommend against enactment of any of these proposals 
if it might be construed to establish a condition precedent to action under the 
Defense Production Act by the executive branch. For example, such a limita- 
tion on action which may be necessary under title I of the Defense Production 
Act—Priorities and Allocations—would render these important emergency 
powers of questionable value. 

The Department would interpose no objection to the enactment of congressional 
Statement of policy consistent with the views expressed above. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


— 


SMALL Bustness ADMINISTRATION, 
OFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 27, 1956. 
Re S. 2879, to promote the dispersal of industrial facilities in the interest of 
national defense. 
Hon. J. W. FULsrient, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


DrarR SENATOR FULBRIGHT: This is in further reference to your letter of Janu- 
ary 12, 1956, requesting our views and comments on the above-named bill. 

The Small Business Administration is fully in accord with the objectives of 
the proposed bill, S. 2879. We recognize that the dispersal of industrial facilities 
is most important to national defense. In this connection it is relevant to note 
that to the extent it is possible to strengthen the economic position of smail busi- 
nesses generally, a natural dispersal of industry is achieved because of the ubiqui- 
tous nature of small business. 

Section 2 of the proposed bill provides that in connection with Government 
financial assistance and the procurement of goods and services the Department 
of Defense and its subdepartments shall apply the principle of geographical dis- 
persal of industrial facilities. Consideration should be given, we suggest, to 
rewording this section so that the proposed legislation applies to all Government 
procurement agencies and all Government agencies rendering financial assistance. 

The Bureau of the Budget has no objection to the submission of this report. 
As requested, five copies of our reply are enclosed. 

Sincerely yours, 
WENDELL B. Barnes, Administrator. 
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TREASURY DEPARTMENT, 
Washington, D. C., January 24, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

My DEAR Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on §8. 2879, to promote the dispersal of industrial facilities in 
the interest of national defense. 

The bill would declare it to be the policy of the Congress to promote the geo- 
graphical dispersal of industrial facilities of the United States in the interest 
of national defense. It would further require the Department of Defense to 
apply the dispersal principle in the construction of Government-owned industrial 
facilities, in the rendition of financial assistance for construction of industrial 
facilities, and in the procurement of goods and services. 

The proposed legislation would not appear to be of primary interest to this 
Department and it has no comments to make on the general merits of the bill. 

Very truly yours, 
Frep C. Scrrsner, Jr., 
General Counsel. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 1, 1956. 
Hon. J. W. FULBRIGHT, 


Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

My Dear Mr. CHAIRMAN: This is in reply to Mr. Yingling’s letter of January 11, 
1956, requesting the views of this office with respect to 8S. 2857, a bill to provide 
for Federal procurement of materials and supplies in major disaster areas, and 
for other purposes. 

The Bureau of the Budget favors the objectives of the bill. However, we 
would like to call to your attention the technical amendments suggested by the 
Office Defense Mobilization, the Departments of Defense and Commerce, General 
Services Administration, and Federal Civil Defense Administration. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 





DEPARTMENT OF THE ATR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 30, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 2857, 
84th Congress, a bill to provide for Federal procurement of materials and sup- 
plies in major disaster areas, and for other purposes. The Secretary of Defense 
bas delegated to this Department the responsibility for expressing the views of 
the Department of Defense. 

The purpose of the bill is to provide for Federal procurement of materials and 
supplies in major disaster areas in order that such areas may be rehabilitated 
and restored to normal conditions as expeditiously as possible, so as to maintain 
a broad potential base for economic mobilization. This purpose would be accom- 
plished by the President’s authorizing an arrangement for immediate awards, to 
the maximum practicable extent, of negotiated contracts for the procurement of 
materials or services needed by the Federal Government, to victims in the major 
disaster area capable of fulfilling such contracts in a satisfactory manner. 

The Department of Defense interposes no objection to the purpose of the pro- 
posed legislation but desires to point out that substantial clarification of the 
language therein is essential to proper understanding and practicable adminis- 
tration of the law. 

Section 3 of the Act To Authorize Federal Assistance to State and Local Gov- 
ernments in Major Disasters (64 Stat. 1109), which would be amended by sec- 
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tion 2 (a) of the proposed legislation, states that “* * * Federal agencies are 
hereby authorized when directed by the President to provide assistance * * *.” 
Thus, the phrase, “in the opinion of the President” appearing in line 2, page 4, is 
redundant and its use introduces an ambiguity which could be dispelled by its 
omission. (Italics supplied.) 

The words “and directed” in the proposed new section 714 of the Defense 
Production Act provide for a mandate, which provision is inconosistent with the 
language contained in section 3 of the act cited in the preceding paragraph 
hereof. The proposed new section 714 would also authorize negotiated contracts 
“to the maximum practicable extent.” This language would apparently author- 
ize a 100-percent setaside on proper determination by the contracting officer. 
The bill should indicate whether this procedure is contemplated and that the 
contracting officer’s determination is final, even though not supported by a 
finding of the best price obtainable elsewhere based on a test of the market 
through formal advertising. Also, the language in that section, “notwithstand- 
ing any provision of law to the contrary,” provides extraordinary authority. 
The Department of Defense interprets this language as permitting the right to 
negotiate as well as the granting of a price differential to disaster area victims, 
although the appropriation acts of recent years have contained provisions pro- 
hibiting differentials for the purpose of relieving “economic dislocations.” If 
only the former interpretation is intended to apply, namely, the right to nego- 
tiate, then we believe the language should be clarified. 

The proposed new section 714 also sets forth several criteria which would 
appear to be difficult of application without more specific direction or guide- 
lines to make the necessary determinations practicable. It provides that awards 
are to be made to victims of such major disaster, when such victims are capabli 
of fulfilling such contracts in a satisfactory manner. The term “victims of such 
major disaster” is not defined, and as a result a number of ambiguities are 
created which should be resolved. For example: Is any potential contractor 
eligible for an award as a “victim of such major disaster” if it has a place of 
business in the disaster area, or must damage be suffered by such potential 
contractor in order to qualify for an award? If damage must be suffered in 
order to qualify as a victim, what is the objective test of the extent of damage 
to merit the classification of “‘victim of such major disaster’? Another am- 
biguity is created by use of the term “capable of fulfilling such contracts in a 
satisfactory manner.” For example: Is a victim capable of fulfilling such a 
contract if part of his capabilities lie outside the disaster area? To be capable 
of fulfilling the contract satisfactorily, must the contract be performed entirely 
in the disaster area, or if not, is there a limit to the amount of performance 
which may be accomplished outside the disaster area? (Italic supplied.) 

The proposed legislation seeks to amend two separate acts in order to pro- 
vide for relief in disaster areas. The conditions for relief in disaster areas. 
The conditions for relief under the proposed amendment to the Defense Act of 
1950, as amended, are considerably more restrictive than the conditions pre- 
scribed for relief under the proposed amendment to Public Law 875, 8ist Con- 
gress (64 Stat. 1109, as amended). This difference in conditions for relief may 
raise numerous questions relating to priorities and discrimination between ‘“‘vic- 
tims of such major disaster capable of fulfilling such contracts in a satisfactory 
manner” and a “private enterprise engaged in business in the area affected by 
such major disaster” which is not a victim. If there is a basis for the distinction 
between section 1 (b) and section 2 (a) of S. 2857, such basis should be' stated 
for clarification of legislative intent. If there is no basis for the distinction, 
similar language should be employed to describe entitites eligible for award of 
contracts under both acts, or, in the alternative, consideration should be given 
to the advisability of eliminating the proposed amendment in section 1 (b) 
of the proposed legislation which adds a new section 714 to the Defense Pro- 
duction Act of 1950, as amended. Elimination of the proposed section 1 (b) 
instead of section 2 (a) is suggested in view of the fact that, generally speaking, 
the Defense Production Act of 1950, as amended, has historically been temporary 
legislation, whereas Public Law 875, 8ist Congress, (64 Stat. 1109, as amended), 
is permanent legislation. 

The proposed legislation will probably have a budgetary effect since the award 
of contracts under its provisions could result in the payment of prices in excess 
of those which would otherwise be necessary. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 
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The Bureau of the Budget has advised that there is no objection to the sub- 


mission of this report. 


Sincerely yours, 
DoNALp A. ()U ARLES. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., April 30, 1956. 
Re bill S. 2857. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

DEAR Mk. CHAIRMAN: Your letter of January 11, 1956, invited the opinion 
of the General Services Administration as to the merits of S. 2857, to provide 
for Federal procurement of materials and supplies in major disaster areas, and 


for other purposes. 


While GSA, for reasons indicated hereafter in this letter, makes no recom- 
mendation either for or against enactment of S. 2857, nevertheless we will 
make note of certain points which we trust will be of aid to your committee in 
its consideration of this legislative proposal. 

The bill would amend, by section 1, the Defense Production Act of 1950, as 
amended, and by section 2, the act to authorize Federal assistance to States and 
local governments in major disasters, and for other purposes, approved Sep- 
tember 30, 1950, as amended. We will discuss these two amendments separately. 

The proposed amendment to the Defense Production Act of 1950 states as its 
purpose the maintenance of a broad potential base for economic mobilization, 
nd provides that, upon the occurrence of a major disaster as defined in the 
aforementioned act of September 30, 1950, in any area which is an important 
source of goods or services needed in the event of economical mobilization, 
immediate awards shall be made, to the maximum practicable extent, of negoti- 
ited procurement contracts to victims of the disaster capable of fulfilling such 
contracts in a satisfactory manner. 

It is difficult to see what addition of substance the proposed amendment would 
1ake to the provisions of presently effective Supplement 1, Defense Mobilization 
Order VII-7 (20 F. R. 6259), as amended, in operations under which contracts 
are negotiated—other than, of course, the furnishing of an express statutory 
basis for the procedures in effect under such supplement. Furthermore, the 
supplement is explicit on a point on which the proposed statutory amendment 
< not clear, namely, that procurement agencies shall use their best efforts, not 
only to award procurement contracts to contractors located in disaster areas, 
but also “to encourage prime contractors to award subcontracts to firms in 
those areas.” 

The duration of the procurement provision embodied in the proposed amend- 
ment to the Defense Production Act of 1950 is not clear. Such amendment is 
in the form of a new section 714, which would be part of title VII, of the Defense 
Production Act of 1950. Section 717 (a) of that act now has in it the following: 

“Title I (except sec. 104), title ITI, and title VII (except sec. 714) of this 

Act, and all authority conferred thereunder, shall terminate at the close of June 
30, 1956. Section 714 of this Act, and all authority conferred thereunder, shall 
terminate at the close of July 31, 1953.” 
The reference to section 714 is to the former section 714 of the act, relating to 
the Small Defense Plants Administration, which is no longer in effect. Your 
committee, should it see fit to report favorably upon 8S. 2857, will doubtless 
recommend amendment so as to clarify the duration of the new section 714. 

The amendment which section 2 of 8S. 2857 would make to the act of September 
30, 1950, would add to section 3 of that act an authorization to Federal agencies, 
in a major disaster, when directed by the President, to provide assistance by 
procuring materials or services, by negotiated contract or otherwise, from private 
enterprise engaged in business in the area affected by such major disaster. In 
addition, section 2 of the bill would increase from $5 million to $15 million the 
authorization for appropriations to the President to carry out the purposes of 
the act of September 30, 1950. 

Looking at the bill solely from the point of view of a procurement agency, 
GSA must point out that channeling of Government purchasing to disaster areas 
tends to add to the costs of normal procurement based fundamentally on com- 
petitive bid procedures. This point, however, does not necessarily constitute 
an objection to the bill. 
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The function of GSA in the procurement field is to provide for the Government 
an economical and efficient system for the procurement and supply of personal “@& 
property and nonpersonal services. In the discharge of that responsibility we 
are not primarily concerned with the social and economic factors which would 
indicate the manner in which and the extent to which the Federal Government 3 
should afford assistance in major disasters. Other agencies, such, for instance, §@ 
as the Office of Defense Mobilization, are in a better position than we are to 
make an evaluation in this respect. 

It is for such reasons that we do not feel called upon to take a definite position 
either for or against enactment of 8S. 2857. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee, 

Sincerely yours, 1 
FRANKLIN G. FLOETE, Administrator. 


Letters and telegrams received follow :) 


HovsE OF REPRESENTATIVES, UNITED STATES, 
COMMITTEE ON THE JUDICIARY, z 
Washington, D. C., April 26, 1956. i 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Production and Stabilization Subcommittee, 
Committee on Banking and Currency, 
United States Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: Your committee is presently holding hearings on 8S. 3407 
which would extend the provisions of the Defense Production Act of 1950 for 4 
another 2 years. I would like to offer for the consideration of your committee a 
two amendments to the Defense Production Act which would I believe remedy 4 
certain deficiencies in this legislation. 3 

As you know, the Antitrust Subcommittee of the House Committee on the 
Judiciary has been engaged in an extensive investigation of WOC’s and advisory 
groups utilized by the Government. In this investigation our subcommittee has 
compiled evidence demonstrating significant abuses in the WOC program author- 
ized by the Defense Production Act. ‘ 

Our investigation indicates that WOC’s appointed pursuant to the Defense 
Production Act, particularly in the Department of Commerce, have been ap- 
pointed to and are occupying policymaking positions. This has been continued 
despite the fact that in the 1955 amendments to the Defense Production Act 
Congress intended that WOC’s should not be in a position to make policy de- 
cisions. One of the changes in the Defense Production Act which I submit for 
your consideration would amend section 710 (b) (38) to prohibit such appoint- 
ments. 

The other amendment I want to call to your attention for the consideration of 
your committee involves, in my view, an unnecessary exemption from the con- 
flict of interest statutes granted in the Defense Production Act. I do not believe 
there is a real necessity for providing WOC’s with any exemption from the con- 
flict of interest statutes. Inasmuch as the conflict of interest statutes are 4 
lacking in clarity, however, I recognize it may be appropriate to grant a limited 4 
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exemption in order to provide for the continuation of normal salaries as an @& 


assurance to businessmen who have been requested to assist the Government. 
By failing to restrict adequately the exemption from the conflict of interest 
statutes as to activities which otherwise would be unlawful, the 1955 amendments 
to the Defense Production Act, and prior thereto the provisions of Executive 
Order 10182, as amended, have given WOC’s the unusual freedom to work for 
their companies on their companies’ Government business. Our investigation has 
demonstrated that this has provided an open door for abuse. The amendment 
I offer for your consideration would close this loophole. ; 
Submitted herewith is a statement containing the specific amendments to the ig 
Defense Production Act which I offer together with reasons I believe such amend- 
ments are necessary. I would appreciate your incorporating this statement in 
your record on 8. 3407. i 
Sincerely yours, 
PMANUEL CELLER, Chairman. 
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STATEMENT OF REPRESENTATIVE EMANUEL CELLER, CHAIRMAN OF THE COMMITTEE 
ON THE JUDICIARY, House oF REPRESENTATIVES 


Mr. Chairman and members of the subcommittee, I appreciate your courtesy 
and cooperation in permitting me to discuss 8. 3407, which would extend for 
another 2 years the provisions of the Defense Production Act. My remarks 
are directed to the standards established in section 710 of the act, relating 
to personnel employed by the Government without compensation, popularly 
called WOC’s. 

The Antitrust Subcommittee of the House Judiciary Committee, prior to 
the 1955 amendments to the Defense Production Act, under my chairmanship, 
had instituted an investigation of WOC’s and advisory groups utilized by the 
Government. The subcommittee has conducted extensive hearings into these 
matters and has compiled evidence demonstrating significant abuses in the WOC 
program by administrative officials and numerous example of untoward conduct 
on the part of individual WOC’s. 

I would like to suggest for consideration of this committee amendments 
to the Defense Production Act which would go far to prevent some of the 
abuses which have been brought to our attention. 

First, I want to make it clear that I recognize that Government agencies 
should be permitted to obtain the services of the best talents available to cope 
with the problems of the executive branch. This includes the services of WOC’s 
at times other than during periods of full mobilization. 

I do not believe, however, that WOC’s should be appointed to policymaking 
positions in the Government in a partial mobilization program of indefinite 
duration of the type this country is now undertaking. In an active emergency 
necessity for prompt, effective action may override all other considerations 
and require appointment of WOC’s to such positions. Such justification, how- 
ever, is not present in the current defense program. 

In the 1955 amendments to the Defense Production Act, Congress continued 
the authority granted to the President to appoint WOC’s to operating and 
policymaking positions. This authority is contained in section 710 (b) (2) (ii) 
as follows: 

“Appointments to positions other than advisory or consultative may be made 
under this authority only when the requirements of the position are such that 
the incumbent must personally possess outstanding experience and ability not 
obtainable on a full-time, salaried basis.” 

Although a WOC may be appointed under this authority to a policymaking 
position, when a policy matter is involved the WOC cannot perform the respon- 
sibilities of his office because section 710 (b) (3) requires: 

“Appointees under this subsection (b) shall, when policy matters are involved, 
be limited to advising appropriate full-time salaried Government officials who 
are responsible for making policy decisions.” 

It is clear that in the 1955 amendments Congress intended WOC’s should not 
be in a position to make policy decisions. The provisions of the statute quoted 
above, however, are contradictory. Inasmuch as the President, in Executive 
Order 10647, did not resolve this ambiguity, I believe it is incumbent upon Con- 
gress to clarify this matter. 

During the Antitrust Subecommittee’s investigation, Philip Young, Chairman 
of the Civil Service Commission, assured our committee that any ambiguity in 
these provisions would be resolved by an Executive order which would limit a 
WOC’s appointment to “a full-time operating job, without policy functions.” 
Unfortunately, administration officials could not agree on a method to cope with 
this matter when they promulgated Executive Order 10647. Assistant Attorney 
General Stanley Barnes testified that officials in the executive branch had worked 
hard to resolve the contradiction in the statute but had been unable to do so. 
He said: 

“We have spent hours on this. We went to the Civil Service Commission and 
asked them to tell us what is a policy decision—what officials make policy deci- 
sions. They said that anybody under schedule C is in a policy-determination 
position and that only those in schedule C are in a policy-determining position. 

“That doesn’t make sense to me. I don’t think that you can draw and com- 
partmentalize a problem like that. And that is why we haven't tried to precisely 
resolve this very difficult problem.” 

Our investigation demonstrates that WOC’s appointed pursuant to the Defense 
Production Act, particularly in the Department of Commerce, have been ap- 
pointed to and are occupying policymaking positions. In the Business and 
Defense Services Administration WOC’s have been appointed as assistant admin- 
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istrators and as directors of BDSA’s industry divisions. No method has been 
devised, nor is apparent, by which policy matters arising in the exercise of the 
responsibilities required by these positions can be segregated from the nonpolicy 
responsibilities of such positions. Nevertheless, section 710 (b) in its present 
form requires such segregation. 

In my view the only way to resolve this problem is to amend section 710 (b) 
in a manner either to restrict WOC appointments to advisory functions only, or 
to operating positions without policy functions. This can be achieved, I believe, 
by striking out section 710 (b) (3) and inserting in lieu thereof the following 

“Appointments under this subsection (b) shall not be made to the position of 
director or assistant director, head or assistant head, of a bureau, division, sec- 
tion, or other comparable policymaking or administrative positions; any person 
appointed under this subsection shall not perform the functions of such a director 
assistant director, head or assistant head.” 

This amendment assures that WOC’s are not appointed to policymaking posi- 
tions. To the greatest extent possible, it would also assure that WOC’s are 
confined to advisory and consultative roles while working for the Government 
This amendment, moreover, would eliminate a situation which has placed WOC’s 
in situations involving conflicts of interest, abuse of Government position, and 
favoritism. 

When a WOC is appointed to head a division of the Government, exercising 
control over, or dealing with, the industry from which he comes, his privat: 
interests necessarily conflict with the Government responsibilities he has bee: 
assigned. In fact, in the Department of Commerce, company interest in the 
activities of an industry division is one of the reasons officials of the Business 
and Defense Services Administration recommend that business furnish WOC’s 
to t»e Government. For example, Mr. Honeywell, Administrator of BDSA 
customarily advises advisory groups sponsored by BDSA that “WOC’s do muci 
to see that industry's point of view is properly understood and advanced” and 
that “by furnishing capable men to serve as WOC’s * * * industry is assured 
of having an adequate voice in drafting control measures that may have to be 
invoked in case of emergency.” 

‘he normal defense activities of the WOC director of a BDSA industry divi 
sion involve supervision of his division’s activities in authorized control material 
orders, priorities and directives. His defense duties in addition involve the 
preparation of standby orders for mobilization, supervision over the divisior 
preparing recommendations on tax amortization and loan applications, and 
determination of expansion goals necessary to meet mobilization requirements 
His Government responsibilities also include the development of specific measures 
to be used in postattack programs, including plans for dispersion, transfer of 
production to undamaged facilities, and the development of duplicate sources 
of supply. All of these responsibilities require the WOC division director t 
take action directly affecting his company and its competitors. 

When this country was engaged in the all-out effort in World War II, the War 
Production Board categorically resolved the question of the propriety of having 
as head of an industry division a WOC coming from the affected industry. The 
War Production Board, at the direction of its General Counsel, John Lord 
O'Brian, instituted the “branch and section chief policy” which prohibited the 
WOC, except in special circumstances, from occupying a position in which he 
would have to make decisions directly affecting his own company or its com 
petitors 

The gravity of the problem presented when a WOC heads an industry division 
of the Government which decls with his industry was reflected during our hear 
ings by Assistant Attorney General Stanley Barnes. Mr. Barnes said: “Any 
time a nian from a particular industry is the head of an organization that makes 
decisions which affect that industry, where he is making decisions that might 
affect that business, I think that presents grave problems as to whether or not 
it is in the public interest.” 

Our investigation into the administration of the tax amortization program 
affords cogent arguments in the support of the “branch section chief policy” 
utilized in World War Il. The system whereby WOC’s have headed industria! 
divisions which made recommendations for millions of dollars in tax amortization 
benefits, involving their own companies and their companies’ competitors 
deserves harsh criticism. 

At all times conflicts of interest between the private occupation of the WOC 
and his Government responsibilities were present in the consideration of certifi- 
cates of necessity for new facilities in the industry which paid the WOC. This 
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conflict of interest arose in several ways: (1) in formulating long-range admin- 
istration goals on an industrywide basis, the WOC’s recommendations appeared 
to have been influenced by fears of competitive repercussions of overexpansion ; 
(2) WOC’s with respect to applications of competitors have been in a position 
to advise ‘adversely against projects which, from a competitor’s standpoint, seem 
inadvisable but from the impartial viewpoint of the public interest, would seem 
to be highly desirable; and (3) WOC’s as heads of industry divisions were in a 
direct position to influence, and did influence, the tax amortization certificates 
of their own companies. In addition, even though a WOC is disqualified from 
passing directly on applications from his own company, when this task is left 
to his subordinates, the subordinates’ decisions undoubtedly are iniluenced to 
some extent by virtue of the fact that the applications involved have been sub- 
mitted by the company of their immediate superior. 

Our investigation has demonstrated that direction of the expansion programs 
by WOC’s, undertaken in connection with the Defense Production Act, have re- 
sulted in mismanagement, discrimination, and serious errors in judgment. In 
certain industries, for example, in complete disregard for the regulations ap- 
plicable to the granting of certificates of necessity and of the goals established, 
extensive overcertification occurred in favor of large companies who supplied 
WOC’s to the Government. In other industries, concern for postemergency over- 
expansion and competition caused expansion goals to be limited and new pro- 
duction discouraged. 

Whatever may be the justification for using WOC’s to head industry divisions 
during full mobilization, such justification is not present in the current limited 
defense program. There is much greater danger in a limited mobilization pro- 
gram that the pressures of private interests may outweigh public responsibilities. 
Moreover, our investigation has demonstrated that WOC’s as heads of these 
industry divisions have been carrying out peacetime functions of their agencies 
and have undertaken activities not authorized by the Defense Production Act. 


CONFLICT OF INTEREST STATUTES 


The Defense Production Act granted exemptions from the conflict of interest 
statutes to WOC’s brought in to assist the Government. In neither \, orld 
Wars I nor IIT, when WOC’s also were used extensively in the Government, was 
any exemption given from the conflict of interest statutes. 

I do not believe there is a real necessity for providing WOC’s with any exemp- 
tion from the conflict of interest statutes. These statutes, however, are lacking 
in clarity, and, therefore, I recognize it may be appropriate to grant a limited 
exemption in order to provide for the continuation of normal salaries as an 
assurance to businessmen who have been requested to assist the Government. 

As far as the official duties a WOC performs for the Government are concerned, 
exceptions to the exemptions from the conflict of interest statutes have for the 
most part negated this exemption. By failing to restrict the exemption from 
the conflict of interest statutes as to activities which otherwise would be un- 
lawful under title 18, United States Code, section 281, however, the 1955 amend 
ments to the Defense Production Act, and prior thereto the provisions of Execu 
tive Order 10182, as amended, have given WOC’s the unusual and unnecessary 
freedom to work for their companies on their companies’ Government business. 
This has provided an open door for abuse. 

Essentially, section 281 of title 18, United States Code, forbids any Govern- 
ment official from receiving directly or indirectly any compensation for any 
services in relation to any matter in which the United States is interested. 
This is a standard imposed by the conflict of interest statutes on regular full- 
time employees of the Government. I see no necessity for treating WOC’s who 
occupy full-time positions in the Government in a different manner. 

Our investigation has disclosed that in BDSA, WOC’s not only have been 
placed in positions of conflict and directed to advance industry’s viewpoint, but 
arrangements have been made to permit the WOC’s to continue their regular 
duties for their private employers. In some instances WOC’s, while working 
tor the Government, have discharged in full their normal private responsibilities 
and have devoted to their Government duties only the time otherwise available. 

We have found that in both NPA and BDSA, WOC’s have not devoted full 
time to their Government jobs although they have been appointed to full-time 
Government positions. On the contrary, WOC’s have worked extensively for 
their private employers on matters involving the employers’ business with various 
branches of the Government. 
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Duties WOC’s continue for their companies during their Government service 
have included company affairs in their own and other Government agencies. In 
cne instance while serving as a Government official, the WOC assisted his 
company in promoting its products in Government purchasing agencies. This 
WOC also worked with other Government agencies and their advisory groups 
in the development of Government specifications for products sold by his company, 
and transmitted to his company for comment unpublished specifications which 
were being developed. 

In another instance the company required the WOC it was supplying to the 
Government to arrange visits of Government officials to company plants, to 
advise Government agencies of the company’s position with respect to sales to 
the Government; to obtain information from various Government agencies as 
to the status of company contracts with the Government; to represent his 
company in problems arising under existing Government contracts; and to 
obtain from other Government agencies specifications and documents relating 
to contracts and invitations to bid in which his company was interested. While 
this type of company service normally does not involve a direct conflict with the 
WOC’s official Government duties, these situations afford an opportunity for 
“inside contacts” and favoritism as well as encouraging situations which involve 
potential conflicts. 

Under the present law, WOC’s appointed pursuant to the authority of the 
Defense Production Act while working for the Government may perform all 
services for their employers which are made unlawful by title 18, United States 
Code, section 281, except those services prohibited by section 710 (b) (4) of the 
act. In subsection (i), section 710 (b) (4) forbids a WOC to negotiate or 
execute Government contracts with his employer. Subsection (ii) prohibits 
a WOC from taking any action with respect to his employer's individual applica- 
tions to the Government for relief or assistance; and subsection (iii) forbids 
a WOC from participating in the prosecution of any claims against the Govern- 
ment involving any matter in which he had any responsibility as a WOC. 

Thus, a WOC throughout the Government can work on his employer’s Govern- 
ment contracts as long as he does not negotiate or execute such contracts and 
while so doing has immunity from the prohibitions of section 281. Moreover, a 
WOC is permitted to serve his emplover in any Government agency on any 
matter which is not his employer’s individual application for relief or assistance. 
Finally, the WOC may participate in claims his employer has against the Govern- 
ment if he has not had any official responsibility as a WOC in the subject matter 
of the claim. 

Exemption from the conflict of interest statutes in this situation opens the door 
for inside influence and favoritism. Moreover, such exemptions are not needed 
to permit a WOC to undertake his duties under the Defense Production Act. 
Throughout the mobilization program under the Defense Production Act, WOC’s, 
in fact, have not had an exemption from the conflict of interest statutes for their 
official duties and responsibilities as officers of the Government. It appears 
that WOC’s have received exemption only in relation to services performed for 
their private employers apart from their official duties as Government officials. 

It is my view that exemptions from the conflict of interest statutes should 
be extremely limited. The special freedom WOC’s now have, to range through- 
out the Government on their companies’ business with the Government, would be 
sharply curtailed by removal of exemptions from the conflict of interest statutes. 
WOC's then would be subject to the same standards of behavoir and conduct, 
while occupying full-time positions with the Government, as any other person 
who has professional allegiance to the Government as his employer. 

The current procedure whereby exemption from the conflict of interest 
statutes is given generally and then is restricted by specific exceptions, is 
fallible. I believe a better procedure would be to grant exemptions directly for 
those limited activities necessary to secure the performance of official Govern- 
ment duties. If your subcommittee concludes that some exemption from the 
conflict of interest statutes is needed as an assurance to businessmen in order to 
obtain their services for the Government, I recommend that such exemption be 
granted in the following manner: 

Strike all of section 710 (b) (4) from the act and insert in lieu thereof the 
following: 

_ “(4) Receipt of normal salary by any appointee under this subsection (b), 
in connection with such appointee’s Government service hereunder, from the 


private employer of the appointee at the time of his appointment, shall not be a 
violation of the provisions of any law.” 
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CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., April 25, 1956. 
Hon. J. ALLEN FREAR, Jr.., 
Chairman, Subcommittee on Production and Stabilization, Senate Banking 
and Currency Committee, Washington 25, D.C. 

DEAR SENATOR FREAR: The Chamber of Commerce of the United States recom- 
mends extension of the Defense Production Act, to June 30, 1958, as proposed 
in section 2 of H. R. 9852 and 8. 3407 on which your committee is holding h arings. 
We oppose, however, the House amendment set forth in section 3 of H. R. 
9852, which would place restrictions on persons from industry who would agree 
to particij ate in the e\ecutive reserve program. 

Extension of this law is essential to maintain a strong and flexible defense 
program to meet the production needs of current military and atomic «nergy 
programs. It also is essential to provide the statutory basis for most of the 
industrial mobilization planning activities under supervision of the Office of 
Defense Mobilization. 

Among the important programs which are dependent upon this law are the 
following: 

1. Priorities and allocations authority which is essential to meet the require- 
ments of defense and atomic «nergy procurment programs and to provide the 
machinery for rapid expansion in the event of full mobilization. 

2. The use of various incentives for expansion of productive capacity and 
supply which is essential to our long-range preparedness program for full mobili- 
zation. 

3. Continued exemption from the antitrust laws of voluntary producer agree- 
ments which contribute to the achievement of improved production of military 
items. 

i. The development of an executive reserve of industrialists who agree in 
advance to accept key Government positions in the event of an emergency. 

While the national chamber considers the continuation of these and other 
programs covered by the act as ess_ntial to national security, we oppose the 
amendment adopted by the House and included as section 3 of H. R. 9852. This 
umendment provides that no person may become A member of the executive re- 
serves unless he has complied with the same requirements as applied to persons 
appointed without compensation, to the ext-nt those requirements are applicable. 

Our reasons for opposing this amendment are as follows: 

1. It places an unnecessary restriction on the employment of industrial ex- 
perts and technical consultants who might be desirous of participating in the 
e_ecutive reserve program and could greatly impair the success of that program. 
fram. 

2. It would apply to executive reserve participants, who are not Govern- 
ment employees, the same restrictions that apply to officials who are Govern- 
ment employees. 

3. lt would require executive reserve participants to file the statement of 
financial interests now required of WOC’s, which requirement places a high 
premium on Government service by men who volunteer their industrial experi- 
ence and technical know-how so greatly needed to make the program effective 
and successful. 

4. The past record of outstanding and patriotic service performed by WOC’s 
is ample evidence that there is no need for placing these restrictions on those 
who consent to participate in the program. 

The national chamber strongly urges, therefore, that your subcommittee 
strike section 3 of H. R. 9852 in the interest of developing an executive re- 
serve program which will attract able and experienced industrialists to fill key 
executive positions in time of full mobilization. 

We request also that further consideration be given to removing from section 
710 of the Defense Production Act the unwarranted and discriminatory restric- 
tions now placed upon the employment of WOC’s, particularly the restriction 
requiring their submission of financial statements—a requirement that is not 
imposed on Government employees who serve with pay. 

We would appreciate your making this letter a part of the hearings on 5S. 
3407 and H. R. 9852. 

Cordially yours, 
CLARENCE R. MILEs. 
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‘THE AMERICAN BANKERS ASSOCIATION, 
Washington, D. C., April 23, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR FULBRIGHT: I have been informed that your Committee on 
Banking and Currency intends to hold hearings on S. 3407, which in effect would 
extend the provisions of the Defense Production Act of 1950, as amended. On 
behalf of the American Bankers Association, I would like to submit this state- 
ment urging the extension as proposed of section 301 of the act, which is of 
unusual importance to the banking system and of great value to the Government 
procurement agencies. 

Section 301 of the act, as amended, in effect provides that the President, in 
order to expedite production and deliveries or services under Government con- 
tracts, may authorize certain agencies of the United States to guarantee, in 
whole or in part, any public or private financing institution against loss of 
principal or interest on loans made in connection with such contracts. 

Under this authorization there was reactivated in 1950 the V-loan program 
which proved to be so successful during World War II. This program makes 
available through private financing institutions adequate funds needed by prime 
contractors and subcontractors, both large and small, in order to finance the 
performance of Government procurement contracts. From July 1950, through 
December 31, 1955, the Department of Defense, alone, authorized 1,395 loans 
in the amount of $2,467,600,000, of which $1,998,900,000 was guaranteed, As 
of December 31, 1955, the amount outstanding on these loans was $451,900,000, 
of which $337,300,000 was guaranteed. During the period aforementioned, 
the Department of Defense has received as guaranty and commitment fees 
and interest the sum of $22,827,326.96. Its expenses for that period amounted 
to $2,516,586.92. This would leave a net income of $20,310,740.04, which appears 
to be more than adequate to offset any possible losses and to cover expenses. 
The program therefore aside from the benefits derived from shifting the details 
of such financing to private lending institutions, would appear to be successful 
from a financial standpoint for the Department of Defense. 

The V-loan program is important to the national security procurement pro- 
gram, and it is our belief that its continuance is necessary. We urge, therefore, 
the favorable consideration of the proposed extension of section 301 of the 
Defense Production Act of 1950, as amended. 

Sincerely yours, 
J. OLNEY Brorr. 


FEDERATION OF AMERICAN SCIENTISTS, 
Washington, D. C., April 30, 1956. 
Senator J. WILLIAM FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 


Dear Mr. Futsrient: This letter is concerned with the amendment to 8S. 3407 
introduced by Senator Bennett. This amendment states that “it is the policy 
of the Congress to promote geographical dispersal of the industrial facilities of 
the United States in the interest of national defense.” We endorse this amend- 
ment, and urge that your committee report favorably on it. 

Some time ago our federation warned in a public statement that the Nation’s 
defense program is out of balance because dispersal of target areas is not pro- 
ceeding fast enough. In a letter to President Eisenhower on May 13, 1955, we 
pointed out that the country is spending many billions each year on military 
weapons but hardly a cent on dispersal, which is one defense measure that has 
a chance of lasting effectiveness. The longer we wait to start dispersing, the 
more drastic the process will have to be to meet the danger of intercontinental 
inissiles. 

While the executive department has a praiseworthy dispersal policy, we feel 
that this important matter is not getting the public attention that it deserves 
and that Congress is in a unique position to generate. Hence we shall follow 
with interest the action of your committee. 

Sincerely yours, 
Bruno H. Zimm, 
Chairman, Committee on Dispersal and Civil Defense of the Federation 
of American Scientists. 
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HARTFORD, CoNnN., April 21, 1956. 

Senator ALLEN FREAR, 

Chairman, Senate Subcommittee on Defense Production, 
United States Senate, Washington, D. C.: 

Re proposed amendment to Defense Production Act sponsored by Senator 
Bennett, of Utah, please be informed that the Connecticut Development Com- 
mission has consistently opposed “geographical dispersal’ as sole and controlling 
factor in Government decision on location of industrial facilities and expansion 
of existing facilities. Were such an amendment to be enacted it would seriously 
interfere with normal growth and the creation of new job opportunities in prac- 
tically every well-established industrial area in the country and would be a 
serious threat to the economy of the entire Northeast. In our opinion Office 
of Defense Management is presently equipped with sufficient restrictive authority 
to protect the best interest and safety of the entire country and this proposed 
amendment is neither necessary nor desirable. 

Rozert P. Les, 
Chairman, Connecticut Development Commission, 


HartTForpb, ConN., April 25, 1956. 
Hon. J. ALLEN FREAR, Jr., 
Senate Office Building, Washington, D. C.: 

Connecticut strongly opposed to Bennett amendment concerning geographical 
dispersa: of defense industries. Similar move was defeated in Congress in 1952. 
Trust that your committee and the Congress will reject the Bennett amendment. 

ABRAHAM Rrsrcorr, Governor of Connecticut. 


PROVIDENCE, R. I., April 25, 1956. 
Senator ALLEN FrREAR of Delaware, 
Chairman, Senate Subcommittee on Defense Production, 
United States Senate, Washington, D. C.: 

As chairman of the New England Governors Conference I wish to protest 
the proposed amendment to the Defense Production Act sponsored by Senator 
Bennett of Utah the proposed use of “geographical dispersal” as the sole basis 
for governmental decision in locating industrial facilities for defense production 
is not warranted either by experience or by logic. Location of industry away 
from seurces of raw materials and labor and efficient production will only in 
crease Cost and reduce effectiveness of the defense effort. I respectfully urge 
your subcommittee not to report out favorably the Bennett amendment. 

DENNIS J. Roserts, Governor of Rhode Island. 





Boston, MAss., April 25, 1956. 
Hon. ALLEN FREAR, 
Chairman, Senate Subcommitteet on Defense Production, 
United States Senate, Washington D.C.: 

The New England Council, representing the business community of the six 
New England States, wishes to vigorously oppose the amendment to the Defense 
Production Act which has been proposed by Senator Bennett of Utah making 
“veographical dispersal” the sole basis for Government decisions on the location 
of future industrial facilities. We contend that most established industrial areas 
have characteristics which permit satisfactory local dispersion to adequately in- 
sure our defense effort against destruction to any alarming degree and that these 
established areas present advantages which cannot be overlooked in providing 
adequate qualitative and quantitative defense production such as a skilled labor 
force, experienced administrative personnel, research and scientific facilities, 
as well as completed civic facilities of all kinds. We also submit that it would 
be inconsistent with established national policy to dislocate the economy of areas 
in which industrial companies have been carrying « fair share of the tax burden 
which exists because of the demands placed upon the communities by those in- 
dustries. We respectfully and vigorously urge that your subcommittee votes 
against this proposed Bennett amendment to the Defen:e Produetion Act. 

WALTER RALEIGH, 
Executive Vice President, the New England Council. 
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CAMBRIDGE, MAss, April 25, 1956. 
Senator ALLEN FREAR, ‘ 
Senate Subcommittee on Defense Production, 
Washington, D. C.: 


In re dispersal on behalf of the New England Governors Textile Committee 
I strongly protest the Bennett amendment to the Defense Production Act brought 
to our attention by Senator Bush, which would make vulnerability to atomic 
attack primary consideration in awarding contracts, tax favors, ete. Similar 
proposals made in Truman administration but quickly abandoned vulnerability 
one consideration but proximity to markets, materials, transportation, housing, 
and especially skilled labor very important. Unwise to double or treble costs 
and cut output in order to be ready for uncertain attack of uncertain time. 
Coale’s book on Vulnerability to Atomic Bomb points out the tendency of manu- 
facturers disposed to move back to good-labor-market areas. The Northwest, 
with 3 percent of war contracts and 1 percent of factory labor, cannot meet a 
large part of military and other needs. 

In a recent year this area bore 4.03 percent of the Federal tax bill and received 
back in Federal outlays 5.58 percent. The Federal Government made large 
grants especially in roadbuilding and resource development. The Federal Gov- 
ernment should not accelerate the pace at which it already turns the scales in 
favor of underdeveloped areas in 14 years. The percentage of industrial workers 
in the South rose from 13 to 20 percent of the Nation’s; in the Mountain States 
from one-half to 1 percent these large gains are the result in part of decentraliza- 
tion movements no area except the South has been helped as much as excess 
of receipts of 40 percent for these Far West States shows. Movements out of 
big cities into surrounding area are practical but large migrations of factories 
except over long periods of time to underdeveloped areas are not practical. 

SeYMourR E. Harris, 
Chairman, New England Governors Textile Committee. 






















































































(Materials relating to Defense Minerals Exploration Administra- 
tion program follow :) 








COMMITTEE ON BANKING AND CURRENCY, 
UNITED STATES SENATE, 
March 19, 1956. 








Hon. Dovetas McKay, 
Secretary of the Interior, 
Washington, D. C. 


Dear Mr. McKay: In connection with this committee’s consideration of 8S. 
3407, to extend the Defense Production Act, we should appreciate your views on 
the recommendation by the Comptroller General with respect to projects of the 
Defense Minerals Exploration Administration. 

As set forth on pages 68 and 69 of the audit report to the Congress for the 
fiscal year 1954, to which reference is made on page 92 of the Review of Audit 
Reports of the Comptroller General by the Senate Committee on Government 
Operations (Sen. Rept. 1572, 84th Cong.), it appears that operators are given 
financial aid to encourage and assist in exploration projects. If no minerals 
are found, I understand that the advance need not be repaid. If minerals are 
found, then, I understand, the amount of the advantage must be repaid through a 
royalty on the minerals, but without any payment of interest or any payment on 
account of the administrative costs of the program. Furthermore, I understand 
that if no minerals are mined or produced within 10 years from the date ef the 
contract (or in some cases a longer period), the operator will not be required to 
make any repayment, even though later minerals are produced from the project. 

The Comptroller General recommends: “That the Congress require DMEA to 
include in its contracts provision for payment by operators of certified discoy- 
eries of interest on the funds advanced and a fair share of the administrative 
expenses involved, in addition to principal. We believe that such a requirement 
should also be added to existing contracts whenever possible.” 

I should appreciate your confirmation or correction of my understanding of 


the way this program operates, and your views on the changes recommended by 
the Comptroller General. 


Sincerely yours, 




























































































J, W. FULBRIGHT, Chairman. 
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COMPTOLLER GENERAL OF THE UNITED STATES, 
Washington, March 28, 1956. 
Hon. J..W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

Dear Mr. CHAIRMAN: Your letter of March 19, 1956, acknowledged March 20, 
requests a report on 8. 3407 which would amend and extend the Defense Pro- 
duction Act of 1950, as amended (50 U. 8. C. app. 2061). 

Whether the needs of the mobilization and defense programs during the 
period July 1, 1956, through June 30, 1958, will warrant the extension and amend- 
ment of the Defense Production Act of 1950, as proposed by 8. 3407, is a matter 
primarily for determination by the Congress. Therefore, and since we have no 
specific information as to those needs, we have no recommendations to offer. 

We understand, however, that the assistant counsel to the Senate Committee 
on Banking and Currency is considering a further amendment to the Defense 
Production Act of 1950 to carry out the recommendation to the Congress con- 
tained in our audit reports on the Defense Minerals Exploration Administration, 
Department of the Interior, for the fiscal years ended June 30, 19538, and 1954. 
We recommended that operators, under exploration contracts, who have been 
furnished funds borrowed from the Treasury pursuant to section 304 (b) of the 
Defense Production Act of 1950 be required to reimburse the Government for 
its interest costs and administrative expenses when certified discoveries are 
made. Only the principal is presently required to be reimbursed in the case of 
certified discoveries. No reimbursement is required if no certified discoveries 
are made. If we can furnish any assistance to the Committee or its staff in this 
matter, we will be pleased to do so. 

Sincerely yours, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 


—_—_—_— 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 10, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

My DrAR SENATOR FULBRIGHT: This is in reply to your letter of March 19, 
1956, which refers to a certain recommendation made by the Comptroller General 
with respect to the repayment provisions of DMEA exploration project con- 
tracts. You state your understanding of the repayment provisions and request 
our confirmation of your statement. In addition, you request our position with 
respect to the recommendation of the Comptroller General. 

Your understanding of the repayment provisions of the contracts as stated 
in the second paragraph of your letter is correct. 

The particular recommendation of the Comptroller General referred to is 
“That the Congress require DMEA to include in its contracts provisions for 
payment by operators of certified discoveries of interest on the funds advanced 
and a fair share of the administrative expenses involved, in addition to principal. 
We believe that such a requirement should also be added to existing contracts 
whenever possible.” 

The DMEA derives its authority from section 303 of the Defense Production 
Act of 1950, as amended (50 U. 8S. C. 2093), which authorized the President to 
“make provision for the encouragement of exploration” without specifying the 
method to be employed in effecting such encouragement. 

You may be assured that very serious consideration was given by the Depart- 
ment of the Interior to the various methods of carrying out this authority at 
the lowest cost to the Government, at the same time achieving a maximum 
amount of new exploration. One of the first points considered was whether or 
not all, or any part, of the Government’s contribution to the direct costs of 
exploration should be repaid. The Committee on Exploration and Development 
Incentives of the former National Minerals Advisory Council took the matter 
in hand. It was felt by some that the purposes of the program would best.be 
served by grants, pure and simple, with no provision for repayment; and that 
such repayment as might be expected, or hoped for, had better come from the 
income taxes that would be collected from the proceeds of such production as 
might result from the new ore bodies discovered. 
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On January 29, 1951, the Committee submitted its formal recommendations 
to the Department of the Interior. A copy of this report is attached. Thes¢ 
recommendations were given careful consideration by representatives of the 
Department of the Interior, in the light of experience with previous Govern 
ment exploration programs and knowledge of operations in the minerals industry 

On February 12, 1951, the Secretary of the Interior transmitted his recon 
mendation for the method by which the program should be conducted to the 
Administrator of the Defense Production Administration. Approval was re 
quested for the 13-point program as outlined, adequate funds for carrying oui 
its purpose, and authority to enter into contracts. A copy of the Secretary's 
letter transmitting the program is attached. Recommendation No. 5 of that 
letter is pertinent to the Comptroller General's recent recommendation to the 
Congress. It is as follows: 

“5. The contracts referred to in paragraphs 3 and 4 above will provid 
that the applicant will repay on a royalty basis from net mill, smelter or other 
proceeds from such project, an amount not in excess of the Government’s con 
tribution, as the Secretary may determine.” [Italics supplied.] 

The program as outlined, the allocation of funds, and the delegated authority 
to earry out its purpose were approved by the Defense Production Administrator 
on February 28, 1951. In accordance therewith regulations were promulgated 
and published in the Federal Register on April 6, 1951 (MO-5). 

The Comptroller General has made a number of recommendations for changes 
in DMEA procedures from time to time, most of which are designed to increase 
rigidity in the provisions of the contracts by placing eimphasis on “repayment’ 
rather than on “inducement to explore.” 

Representatives of my own staff and that of the DMEA considered the Comp 
troller General's recommendation concerning repayment very carefully and con 
cluded that it would not be in the best interests of the exploration program to 
change the regulations as suggested. Some of the considerations leading to 
that conclusion are as follows: 

1. The Comptroller General recommended that interest be paid and admin 
istrative costs recovered only from the operators of certified projects. Only 2 
out of every 7 applications processed result in contracts. Only 1 out of every 4 
of these contracts results in certification of discovery. Therefore, there is onl) 
1 certification, on the average, out of 14 applications processed. It is impossible 
to devise any equitable scheme which could recover a significant share of the 
overall administrative costs of the program from these certified projects, many 
of which may not have sufficient ore reserves to repay the Government’s contri- 
bution, even under existing provisions. In order to apportion to the operator of 
a certified project his fair share of the administrative costs, it would be neces 
sary to determine the expense incurred in processing his application and admin 
istering his contract. This is impracticable for the following reasons: 

(a) The amount of work involved on each application and contract varies 
widely from case to case depending on completeness of application, infor 
mation available in Government files, nature of the commodity involved, 
project location, ownership of property, type of deposit, extent of. field 
examination, amount of sampling and mapping necessary, amount and type 
of work performed, project time, repayment period, etc. 

(b) Determination of each operator’s fair share would necessitate cost 
accounting on a project-by-project basis, thus substantially increasing the 
overall costs of the program. 

2. Applicants for aid must first find a property worthy of presentation. Sub 
stantial capital outlays resulting from technical investigations and acquisition 
costs are often incurred by the applicant before DMEA gets into the picture. 
After a discovery has been made, substantial capital outlays are necessary in 
most cases for mine development and production facilities. DMEA does not 
participate in the costs of either. This is but one of the compensating elements 
which led to the adoption of DMEA’s repayment regulations. 

The Comptroller General’s recommendation does not appear to take into con- 
sideration the fact that in 1939, and again in 1946, the Congress enacted legis- 
lation (Public Laws 117 and 520) which directed the Department of the Interior 
to tnke steps to develop new sources of strategic minerals on public and pri- 
vately owned lands; that over $42 million was spent through 1949 under these 
authorities; and that no repayment or obligation of any sort on the part of the 
property owner was imposed. That part of the Department's activities which 
related to direct exploration on private lands was virtually discontinued and 
supplanted by the DMA program in 1950. Under the DMEA program (successor 
to DMA), private industry has furnished an average of 38 cents for each dollar 
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spent in the search for new mineral resources and has also assumed a contin 
gent obligation to repay the Government for its direct contribution to the costs 
of the work in the event of discovery of ore. If the terms of the contract were 
to be made less attractive, by adoption of the Comptroller General's recommenda 
tion, participation by private industry in risky projects of the long-range nature 
would tend to be discouraged, with the result that the old-type program would be 
reestablished in which the Government paid the entire cost. It is imperative 
that aggressive programs to explore for minerals be carried on and to the maxi- 
mum extent practicable in conjunction with private industry. 

3. In computing the total cost of the work approved under any contract, the 
Government does not recognize the overhead and interest charges borne by the 
operator. Since the philosophy of the program is that of a joint venture, the 
loading of interest and administration charges into the contract by both the 
Government and the operator would obviously increase the total cost of each 
project considerably. These costs would have to be provided for and allowed 
whether or not a contract resulted in certification. As is pointed out above, only 
1 out of 4 contracts results in certification. Hence it would appear that by 
keeping the allowed costs of the projects as low as possible the Government 
actually saves in initial expenditures, which savings can be considered as an 
offset to whatever might be recouped from any equitable arrangement to re 
cover administration and interest charges on the certified projects. 

The Department desires to do whatever is necessary to encourage a maximum 
amount of new mineral exploration in order to improve our knowledge of domestic 
resources and to maintain an adequate mobilization base. It is also anxious 
to achieve its purpose at the lowest possible cost. We believe, however, that 
any recommendations for changes in the present carefully considered regulations 
should contribute to both of these objectives and should not contribute to only 
one to the detriment of the other. 

To sum up, it is our considered opinion that carrying out the recommendation 
of the Comptroller General would be a definite deterrent to optimum exploration. 

Sincerely yours, 
DoucLias McKay, 
Secretary of the Interior. 


JANUARY 29, 1951. 


NATIONAL MINERALS ADVISORY COUNCII 
ENCOURAGEMENT OF EXPLORATION 


The. Committee on Exploration and Development Incentives submits the 
following report: 

1. The committee continues of the view that income-tax reforms, previously 
recommended by the Council, would contribute more than anything else to the 
stimulation of exploration. The balance of this report deals with other methods 
believed to be possible under the Defense Production Act of 1950. 

2. It is understood that under that act the Government may make grants or 
loans to encourage exploration. 

3. AS a general principle, whenever possible, the funds contributed by the 
Government should be matched by private capital. That tends to insure that 
Government funds will not be wasted on frivolous ventures. 

4. It is recognized that, in the case of some of the most strategic metals and 
minerals, the Government may have to depart from the matching principle, in 
whole or in part. In such cases, a more thorough examination of the project 
by the USGS or the B. of M. would seem an essential preliminary to Government 
participation. 

5. As a general principle, the Government should be entitled, whatever the 
form of the arrangement, to repayment of the amount of its contribution from 
successful ventures. The Committee does not feel competent to express an 
opinion on the ineome-tax questions involved, but suggests consideration of an 
arrangement for tax-free grants, with payment to the Government of a percentage 
of profits for a limited period of time. 

6. The Government should of course consider questions of availability of man- 
power, machinery, and equipment in processing applications for exploration 
assistance. 

Notr.—This resolution of the Council represents a proposal to the Secretary 
of the Interior but is not to be construed as the official policy of the Department. 
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Fesruary 12, 1951. 
Gen. W. H. Harrison, 
Administrator, Defense Production Administration, 
Washington, D. C. 

DEAR GENERAL Harrison: I wish to submit a request for $10 niillion under 
section 304, title III, of the Defense Production Act of 1950 to be used in accord- 
ance with section 303 (a) (2) of that act to encourage exploration for the critical 
and strategic metals and minerals listed in exhibit A, and such others as may 
be certified by the Secretary to the Defense Production Administrator from time 
totime. The Secretary! requests approval of the program, the allocation of funds 
for this purpose and authority to enter into contracts for exploration projects 
calling for the expenditure or commitment of funds within the limits of the 
requested authorization. 

PROGRAM 


1. The Secretary will receive applications for Government participation or 
assistance, by means of grants, in exploration projects. 

2. The seope and physical extent of each project will be investigated and 
defined by the United States Geological Survey and the Bureau of Mines for 
Defense Minerals Administration and approved by the Secretary. 

3. As to projects approved by the Secretary, the Government will enter into 
exploration contracts on a project-by-project basis on the general principle that 
funds contributed by the Government will be matched by private capital, such 
contracts to provide that the funds provided by such capital will in general be 
expended prior to or concurrently with the expenditure of funds provided by the 
Government. 

4. With respect to the most strategic and critical metals and minerals the 
Secretary may depart from the matching principle in whole or in part if he finds 
that such action is necessary to accomplish the objectives of the program. 

5. The contracts referred to in paragraphs 3 and 4 above will provide that the 
applicant will repay on a royalty basis from net mill, smelter, or other proceeds 
from such project, an amount not in excess of the Government’s contribution, 
as the Secretary may determine. 

6. Advances of Government funds will be made periodically at the discretion 
of the Secretary. Report of expenditures and progress will be submitted by 
the applicant not later than 15 days after the close of each month. 

7. Periodic checks will be made by Government engineers and geologists for 
Defense Minerals Administration, and the applicant will be required to keep 
adequate records of each project. 

8. In the event the applicant is operating under a lease, he shall submit a 
copy of the lease and a certification by the owner that the lease is in good 
standing. 

9. Government funds shall be used by the applicant only for direct costs and 
operating overhead of the project and not for administrative expenses not 
directly related to the project. Expenditure of Government funds by the 
applicant for machinery and equipment shall be on such terms and subject to 
such conditions as the Secretary may determine. 

10. Financial assistance by means of exploration grants will not be supple- 
mented by direct loans to the applicant under section 302 of the Defense Produc- 
tion Act for the purpose of supplying him with funds for his participation in 
exploration projects in which the Government has participated under this 
program, 

11. Funds made available for this program will be expended by the Secretary 
only in the areas specified in section 713 of the Defense Production Act. 

12. Funds received by the Secretary in repayment of advances under the 
exploration program shall not be retained by the Secretary but shall become 
part of the funds available under section 304 in order to maintain the revolving 
nature of such latter funds. 

13. The Secretary will supply Defense Production Administration with 
periodic reports on the progress of the program. 


LEGAL AUTHORITY 


The legal authority for this project is contained in sections 303 (a) (2) and 
304 of the Defense Production Act of 1950 (Public Law 774; 8ist Cong.), ap- 
proved September 8, 1950, and Executive Order No. 10161, dated September 9, 
1950, and Executive Order No. 10200, dated January 3, 1951. 
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FUNDS 


In order to proceed with the above described program the Secretary requests 
that $10,000,000 be made available for the current fiscal year under section 304 
of the Defense Production Act of 1950 to be disbursed or committed for on the 
order and authority of the Secretary for the purposes and in the manner above 
described. 

The program outlined above is necessary in the interest of national defense, 
funds for this purpose are not otherwise available to the Department of Interior 
and the program cannot feasibly be carried out by any other means than that 
provided by title III of the Defense Production Act. The project should relieve 
shortages of these metals and minerals to a substantial degree without divert- 
ing unnecessarily either materials or manpower otherwise essential to the 
defense program. Further, it will be effected by utilization of small business 
to a very large degree and should not result in any increase in the concentration 
of economic power in contravention of existing law. 

Recommended : 

Oscar L. CHAPMAN, Secretary of Interior. 

Approved : 

E. T. Greson, 
Deputy Administrator, Defense Production Administration. 


Exuipir A 


Manganese Tantalum 

Chrome Antimony 

Cobalt Bismuth 

Nickel Copper 

Tungsten Lead 

Molybdenum Mercury 

Fluorspar Zine & Cadmium 
Miscellaneous ferro-alloy ores Asbestos 

Beryl Cryolite 

Cerium and rare earth ores Sulphur 

Columbium Kyonite & other mullite refractories 
Lithium Mica (strategic grade) 
Platinum group, unrefined materials Monazite 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., April 80, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear Mr. CHAIRMAN: Reference is made to your letter dated April 13, 1956, 
for comments on the views of the Secretary of the Interior relating to the recom- 
mendation included in our audit report dated May 31, 1955 (B-114812), to the 
Congress on Bureau of Mines and Defense Minerals Exploration Administration 
for the fiscal year ended June 30, 1954. This recommendation would provide 
for repayment to the Federal Government by operators of certified discoveries 
interest on the funds advanced and a fair share of administrative expenses in 
addition to the advances. 

In his letter dated April 10, 1956, the Secretary of the Interior notes that 
requiring repayment of interest on the funds advanced and a fair share of admin- 
istrative expenses would be a deterrent to the exploration program and would 
necessitate cost accounting on a project-by-project basis. 

We recognize that views on the matter of repayment of interest on advances 
and a share of administrative expenses by operators of certified discoveries can 
differ, but the reasons for their exclusion as a cost to individual projects under 
the program do not appear to us to be compelling. In part, the differing views 
would seem to be based on whether the program is a means for financing explora- 
tion activities or a financial assistance program. 

The recommendation in the report is based on the objective of repaying to the 
Federal Government the applicable costs of the Government wherever the dis- 
coveries warrant such action. We do not believe that incentives of operators are 
in any way reduced by such a requirement. Operators incur no economic risk 
of loss in a substantial portion of the direct expenses incurred in performance 
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of their exploration contracts since there is no requirement to repay to the 
Government its advances under the contract (ranging from 50 to 75 percent) 
unless a certified discovery is made and such discovery is placed upon a produc- 
tion basis. Where exploration activities do not result in discoveries, no repay- 
ment is required. This lack of risk, together with a basic profit motive, is, in 
essence, the paramount incentive to the operator for entering into the contract. 
The certified discovery is in many cases of such value as to make the requirement 
to repay Government costs, including interest and a share of administrative 
costs, insignificant by comparison. 

The recommendation did not propose a method for distribution of adminis- 
trative expenses to the various projects under the program. The method for 
distribution of these expenses should be based on a study and a resulting for- 
mula that is consistently applied. We cannot concur that a method for making 
a distribution of these expenses fairly to projects would be extremely difficult. 
The use of such a formula is not unique in Government operations. For example, 
certain agencies in the Federal Government use a predetermined percentage of 
project costs in charging to projects a share of administration costs. 

We do not believe that repayment to the Government of interest on advances 
and a share of administrative expenses requires recognition of the contractor's 
overhead and interest costs for purposes of computing the total cost of the work 
under any contract. 

Accordingly, it is our opinion that repayment to the Federal Government 
should be made by operators of certified discoveries of interest on the funds 
advanced and a share of the administrative expefises. The matter of repayment 
of these costs, however, is one for determination by the Congress. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


(Materials relating to General Services Administration program 
follow :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 13, 1954. 
The ADMINISTRATOR, 
General Services Administration. 


DeAR Mr. ADMINISTRATOR: Reference is made to certain metals procurement 
contracts under which the General Services Administration or the Defense 
Materials Procurement Agency has authorized advances to contractors for con- 
struction or expansion of plant facilities. It is understood that representatives 
of the Division of Audits have previously questioned the propriety of these 
contracts with members of your staff. Thereafter, advice was received that your 
General Counsel has expressed the opinion that these contracts were made pur 
Suant to adequate legal authority. 

The basic statutory authority relied upon in making these contracts and for 
authorizing the advances is that contained in section 303 of the Defense Produe- 
tion Act of 1950, as amended (50 U. S. C. App. 2061, 2093), which reads as 
follows: 

‘To assist in carrying out the objectives of this Act * * * the President may 
make provision (1) for purchases of or commitments to purchase metals, min- 
erals, and other materials, for Government use or resale; and (2) for the en- 
couragement of exploration, development, and mining of critical and strategic 
minerals and metals * * *, 

“(b) Subject to the limitations in subsection (a) of this section, purchases 
and commitments to purchase and sales under such subsection may be made 
without regard to the limitations of existing law, for such quantities, and on 
such terms and conditions, including advance payments, and for such periods, 
but not extending beyond June 30, 1962, as the President deems necessary * " 

Section 302 of the same act (50 U. S. C. App. 2061, 2092), provides: 

“To expedite production and deliveries or services to aid in carrying out Gov- 
ernment contracts for the procurement of materials or the performance of 
services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business enter- 
prises (including research corporations not organized for profit) for the expan- 
sion of capacity, the development of technological processes, or the production 
of essential materials, including the exploration, development, and mining of 
Strategic and critical metals and minerals. Such loans may be made without 
regard to the limitations of existing law and on such terms and conditions as 
the President deems necessary, except that financial assistance may be extended 
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Contract No. 


OP @)-| 


| DMP-79 
GS-OOP(D)- 


12272 


DM P-40 
DMP-III-14 





DMP-III-9 


DM P-83 
65-OOP(D 
18903 


DMP-24 


DMP-16. 


G8-00P(D) 
12263. 
DM P-25. 


DMP-2. 


GS-00P(D)- 
2615. 

GS-OOP(D)- 
12205. 


DMP-30. 
MDP-31. 


GS-OOP(D)- 
12095. 


DM P-% 


DMP-82 


GS-OOP(D)- 
520. 


G8-10P(D)-1 


GS-OOP(D)- 
12047. 


DMP-4. 


| pMP-75__..__| 


G8-OOP(D)- 
12136. 
DMP-15 


Dats 





Sept. 13, 19 


May 15, 1053 
Apr. I1, 1952 


| Mar. 23, 1953 
Nov. 27, 1953 
May 26, 1953 
June 10, 1952 


do 


Nov. 13, 1953 
Mar. 20, 1952 
Dec. 31,1952 


Aug. 7,1952 
Apr. 7,1952 
Sept. 16, 1952 
June 10, 1952 
Feb. 20,1952 
Feb. 13, 1952 


Oct. 15, 1952 


Oct. 14, 1951 


Jan. 16, 1955 
May 31, 1953 


July 31,1958 


July 16, 1952 


1 | Reynolds Metals | 100,000 short tons....\[Market ($0.19 





Defense Production 


Production covered by contract 





Contractor 
Value Nature 





| 
| nnn SEARO RS 
Ja Quantity | Unit price 


$38, 000,000 | Purchase __. 


Co. pound) 
Proberil, 8. A......] 2,200 metric ton units} $50..............___- 110, 000 do 
American Chrome | 900,000 short toms | $34.97..........._._. 31, 473, 000 |... | a. 
Co. (chrome concen- 
trates). 
Kenai Chrome Co__| 13,06 wamgt tons ane - $97.60 long ton ___-- 1, 261, 000 do... 
Hellenic Mines (3). ‘ ENE gs xitenctetatlaccaaeeees @ 
Gold & Base Met- | (3)_...........-....-- $2.52 pound - __-- (2) wnidlibsasas 
als, Ltd. 
Banner Mining Co.] 12,960,000 pounds..._| $0.31 pound -- 4, 018, 000 ee 
St. Lawrence | 150,000 short tons___| $65_.____._....._._- 9, 750,000 | Floor price 
Fluorspar Co. call. 
Butte Mines] %,000 long’ tons | $16.27 f-_.......-.-- 4813, 500 | Purchase_-_ 
Merger. (ore). 
Irving & Nelson....} 60,000 lone tons | $23.62 ¢ 41, 417, 200 |----. do. 
(ore). 
etre Menges 36,000,000 pounds....| $0.26 per pound __._. 9, 360, 000 veg price 
0. : 
Mangaslag, Inc. -_--| 13,000 long tons (fer- | $200 per long ton-._- 2, 600, 000 | --.-- ao”... . 
romanganese). 


Manganese Chem- pe long tons_- $3 per long ton. -.--- 321, 390 | Floor price_ 








Rights and obligati 


Quantity 


| 100,000 short tons 







.| 2,200 metric ton un 


900,000 short tons 


13,000 long tons_.. 


O)...csxnachaiawes 


12,960,000 pounds. 
150,000 short tons 
90,000 short tons 


50,000 long tons *- 
69,000 long tons *- 
{36,000,000 pounds. 
136,000, 000 pounds. 
{13,000 long tons -- 
113,000 long tons _ - 


107,130 long tons- 


icals Co. 1,312,500 long tons.._| $2.35 per long ton. -- 2, 832, 620 |. .--- econ 1,312,500 long tons 
Westmoreland | 264,000 long tons.___| $69 (average) -.-__--.- 18, 216,000 | Purchase.__| 264,000 long tons. 
Manganese Co. 
Products Trans- | 30,000 long tons (ore) .| $0.95 per long ton. -- 1, 225, 000 }--.--- do. __-_-} 30,000 long tons-- 
ortation Lines. 
— Min- | 5,000 long tons-_- - --- $0.72 per long ton. -- 360, 000 |-..-- ee 5,000 long tons. _ . 
g Co. 
=e Manganese | 800,000 long tons. $1.83 per long ton. 1, 464, 900 |... -- do___-.-.j 200,000 long tons. 
Falognbridge N vick- | 75,000,000 pounds | $0.5666 pound. ._._-. 42, 495, 000 |_.._- en 50,000,000  poun 
el Mines, Ltd. nickel. nickel. 
1, — pounds co- | $1.80 pound -..._.__- 3, 600,000 | Floor price. — poun 
nicke 
25,000,000 pound | $0.19 pound__.....-. 4,750,000 | Purchbase.._} 1 — pounds « 
copper. 
Floor price} 25,000,000 poun 
copper. 
Milnet Mines, Ltd nee pounds | $0.5666 pound - -_--.-- 2, 825, 326 | Purchase...| 4,104,000 poun 
nickel. nickel. 
Falconbridge Nick- | 4,906,561 pounds | $0.275 pound -..--.--- 1, 349, 304 | Floor price.| 4,906,561 poun 
el Mines, Ltd. copper. copper. 
National Lead Co. _| 6; mee pounds co- | $2.103 pound __.._._. 14, 573, 790 | Purchase___ ayenate pounds « 
alt. 
9, as ae pounds | $0.54 pound. ._...._. 5, 001, 480 |... OO. scsi 0.208 ane poun 
nickel. 
¥j is, - pounds | $0.244 pound_-__..__. 1, 729, 472 |....- S04 Aa 7,088,000 poun 
copper. 
Han a oie el 125,000,000 pounds.._| $0.8325 pound (aver- | 104,044, 540 |_.._- do___..} 125,000,000 pound: 
Smelting Co. age). 
Western Nickel | 42,000,000 pounds.___| $0.5875 pound. -....- 24, 675,000 |... _- do 42,000,000 pounds. 
Co., Ltd. 14,000,000 pounds....| $0.565 pound. -_._...- 8, 225,000 | Floor price 14,000,000 pounds. 
or mar- 
ket. 
7,000,000 pounds._... $0.565 pound. ._..... 3, 955, 000 one mar-| 7,000,000,pounds. 
e or 
floor. 
United States Tin | 1,416,625 pounds tin.| $1.125 pound. _.....- 2,350,608 | (See “Re- | 1,416,625 pounds. 
Corp. marks’’.) 
Ne ee GE ae Serene ee en 14,061 short tons.. 


tungsten. 





1 $22,130.82 plus 1,175,531 (Austrian) schillings; 178,014 Deutschemarks; 8,697,000 (Greek) drachma. 
76559—56——( Face p. 135) 





Bewiter Tungsten | 1,405short tons tung-| 63.00 short tons tung- 88,515 | Purchase_..| 1,405short tons tw 

Mines. sten. a sten. 

Titanium Metals | 18,000 short tons__.__ ene t 180, 000, 000 anno hnommekente 
Corporation of 
America. 

E. I. du Pont de | 13,500 short tons__.. si isa tihcetnte essen t 135, 000, 000 |... _ a es 
Nemours & Co. 

Cramet, Inc.......- 6,000 short tons__.__. Pico wadeisennseeakeale 50, 000,000 | Floor price 6,000 short tons. 

MacArthur Min- | 3,000,000 pounds..._. $0.175 per pound 525, 000 |..... do.._... 3,000,000 pounds. 
ing Co. ,000 pounds. 

Mid-Continent 14,800,000 pounds....| $0.16 per pound ----- 2, 368, 000 |..... OP iia 14,800,000 pounds 
Mining Corp. 500,000 pounds 








Production Act contracts authorizing advances of funds 
[As of June 30, 1955] 





and obligations | 


For capital 
| ~ facilities Advanced 


| 

| 

i 

Value | | 
| | 


LL -- Authorized 
: | 
Quantity 





$5, 576, 043.07 | $6, 423,956.93 | The original letter contracts of 2 with Kaiser Aluminum & Chemical Co.; GS-OOP(D)-12192, 


00 short tons....|$38, 000,000 | $12, 000,000.00 | $12, 000,000.00 | $12, 000, 000. 00 | 4 

en | § | . covering production and sale to Government of 41,000 short tons with value of $15,580,000; 
} | | 

| 


and GS-00 P-(D)-12213, covering 100,000 short tons with value of $38 million. Both con- 
tained provisions for advances of $3,200,000 and $8 million, respectively. In the definitive 
' 
| 


| 
j 


ach el 


| 
Repaid | Balance Remarks 

| 

| 

i 


contracts, however, no authority for advances appears, and no advances were made. In 


| fixing the value, the price at the time the contract was made ($0.19 per pound) is used. 
metric ton units_} 110, 000 50, 000. 00 50, 000. 00 34, 164.10 


f 34, 164. 10 
00 short tons 950, 000. 00 950, 000. 00 | 950, 000. 00 


950, 000. 00 





This contract also authorized advances of $2,165,000 (of which $2,162,604.43 has been made), 
for the purchase by the contractor as agent for the Government, and instal ation and equip- 
ment, to which title has been taken by the Government on Government-owned property 













0 long tons 1, 261, 000 | 310, 000. 00 150, 000. 00 310, 000. 00 . ; 
| 22. 500. 00 22. 500. 00 CSE See In the Hellenic Mines contract, the contractor is obliged to repay the advances of both dollars 
: and foreign currency by delivering to the Government a quantity of 47 percent. chromite 
having a value, at the market price for Turkish chrome at the time of delivery, e yuivalent 
to the dollar value of the advances with interest. It is stipulated that the chrome delivered 
shall be the produce of the mines to be developed with the advances. It is to be noted that 
the contract cites the Defense Production Act as authority. This relates to dollar advances. 
The foreign currency advances are from counterpart funds generated by foreign aid pro- 
grams, and were made available under ECA aid of 1948 and MSA aid of 1951. The total 
current value of the foreign currency advances is about $377,497.02. 
Contractor is obligated to repay advances by delivering to the Government sufficient 35 per- 
cent concentrates, at a base price of $1.26 plus premiums, plus a bonus of 100 percent of base 
plus premiums, to equal the amount of the advances with interest. 





280, 000. 00 280, 000. 00 155, 471. 00 (ndseseen~ 155, 471. 00 


0,000 pounds 4, 918, 000 


00 short tons 9, 750, 000 
0 short tons__-. 5, 850, 000 


473, 665. 00 473, 665. 00 473, 665. 00 
, 250, 000. 00 , 250,000.00 | 4 1,279, 501.13 


262, 285. 7¢ 211, 379. 24 
440, 337. 63 839, 1 Contractor has right to put 150,000 short tons to Government; Government has right to call 
90,000 short tons of the contract quantity; any amounts called by the Government are de- 
ducted from the quantity contractor has the right to put, so that in any case the Govern- 
ment’s obligation to take is limited to 150,000 short tons. 
*Not less than 34,000 long tons. 
tPrice schedule contained in revision No. 1 of manganese regulation (17-percent ore, $16.27). 
*Not less than 30,000 long tons. 
tPrice schedule contained in revision No. 1 of manganese regulation (20-percent ore, $23.62e. 


Government’s call at higher of market of $0.26 per pound, subject to escalation. 


10 long tons *_... # 813,500 


40, 000. 00 40, 000. 00 40, 000. 00 8, 166. 61 31, 833. 39 


10 long tons *....} 4 1, 417, 200 106, 587. 50 106, 587. 50 106, 587. 50 32, 712. 96 73, 874. 54 
0,000 pounds... 9, 360, 000 
0,000 pounds....| 10,800, 000 
0 long tons. 2, 600, 000 
0 long tons_ _. 2, 600, 000 


2, 250, 000. 00 2, 000, 000. 00 2, 000, 000. 00 615,350.00 | 1, 384, 650.00 


1, 320, 000. 00 


1, 320, 000. 00 1, 000, 000. 00 1, 320, 000. 00 Originally authorized advance of $1,000,000 not definitely allocated between capital and work- 
ing funds; amendment No. 1 authorized increase of $320,000 in advance for working funds. 


130 long tons *Call at higher of market or $200 per long ton. 





> 500 lene teas «aa 2, 250, 000. 00 2, 250, 000. 00 ROO: FBT ie sdnaceccecs 2, 240, 005. 73 | Price $3 for Ist 9 months’ production; thereafter, $2.35, subject to redetermination. 
100 long tons... .| 18,216,000} 3, 807,250.00] 3, 207,250.00] 3, 040, 381.03 123,374.53 | 2, 917,006. 50 
)0 long tons a 1, 225, 000 100, 000. 00 100, 000. 00 43, 508. 29 1, 392. 96 42, 115. 33 
0 long tons. -_--. 360, 000 50, 000. 00 50, 000. 00 POUR OF sncecccn cnc: 50, 000. 00 


000 long tons. 1, 464, 000 90, 000. 00 90, 000. 00 90, 000. 00 10, 670. 16 79, 329. 84 


00,000 pounds | 28, 330,000 4, 133, 463. 76 1, 866, 536. 24 


ickel. 

00,000 pounds | 14, 165,000 
ickel. 

0,000 pounds co- 3, 600, 000 
alt, 

00,000 pounds | 4,750,000 
»pper. 

4,000 pounds 2, 325, 326 
ickel. 

6,561 pounds 1, 349, 304 
»pper. 


5, 000, 000. 00 6, 000, 000. 00 3, 000, 000. 00 Although subject contract covers nickel, cobalt, and copper (all of which are contained in con- 


tractor’s ores), the advance is to be liquidated (not by payment of money) by credits to 
contractor based upon contractor’s sotnation (whether or not sold to GSA) of nickel and 
cobalt only. Therefore, it appears that, in assessing the extent to which the funds advanced 
are “advance payments,”’ only the nickel and cobalt obligations may be considered. Price 
of cobalt is higher of market or $1.80 per pound. In making the calculations for the financing 
of the contract, this was estimated at $2.40 per pound. 


440, 000. 00 440, 000. 00 440, 000. 00 440, 000. 


0 


Under these contracts, Milnet agreed to produce and sell ores to Falconbridge to produce nickel 
and copper from such ores and sell it to the Government. The advance to Milnet was liq- 
uidated by credits given, based upon the quantities of nickel only recovered from the ores. 
(See note on Falconbridge contract above.) In point of fact, the nickel recovery (3,900,000 

unds) fell short of the estimates (4,104,000 pounds), and the balance of the advance was 
a eagen by a cash payment. The contract also covered quantities of platinum and pal- 


jum, with total value of about $670,000, which are byproducts recovered in refining the ore. 
0,000 pounds co- | 21, 304, 742 


alt. 

$2,000 pounds 

ickel. 

38,000 pounds 

opper. 

000,000 pounds--./ 104, 044, 540 


7, 500,000.00 | 7,800,000.00 | 7, 500, 000. 00 7, 500, 000. 00 





24, 800, 000.00 | 22,000, 000.00 | 18, 637, 869. 07 2, 144, 872.40 | 16, 492, 996. 67 





The price is per pound of contained nickel. The price progressively declines as production 
increases from $1.4385 per pound, to $0.605. 
ainacmeedie The foregoing rights and obligations were contingent upon the success of the development part 
of the contract which failed, so no advances were made, and the contract appears dead. 


00,000 pounds...-_| 36, 855, 000 
100,000 pounds. 


2, 625, 000. 00 2, 625, 000. 00 | ----------- 


0,000, pounds... 


16,625 pounds.....| 1, 593, 703 2, 654, 658. 30 2, 166, 925. 89 : 


te 


~ 


, 716, 758. 30 2,716, 758. 30 


The contract provided that the prices were to be at market, with a provision for renegotiation 
upon contractor’s cost experience. The figures above are based on market prices 
prevailing at time of contract. In May 1954 GSA declined to renegotiate the price based 
upon the premise that the operation was feasible on at least a break-even basis at the then 
current murket price for tin. The Government had a call on production, in default of which 
contractor had right to sell elsewhere, but, if unable todoso, contractor could put production 
in specified amounts to Government. Of the amount authorized to be advanced, $2,600,901 
was authyrized by contract or amendments; current advances not covered by formal amend- 
ment. 


161 short tons _..*- 756, 905 


05 short tons tung- 88, 515 
ten. 


88, 109. 00 88, 109. 00 88, 109. 00 
jis ileal 15, 000, 000.00 | 15, 000,000.00 | 14, 644, 194.75 


88, 109. 00 
3, 148, 041.63. 


11, 496, 153.12 | *Price fixed at lower of $5 per pound, or market. 
¢ Contract valuation based on $5 per pound, price current at time of contract. These contracts 
provide that contractors shall offer their production on the market and, if unable to sell to 
rivate consumers, they may then deliver titanium at the lower of $5 per pound, or market, 
m repayment of advances. The Government also has a call on 75 short tons per quarter 
(300 short ions per annum) when the capacity reaches 1,350 short tons per annum, and on 
an indetertninate quantity thereafter, in the Du Pont contract; in the TMCA contract 
are a - on 400 tons per annum, minimum, and also a call on a quantity not 
otherwise of. 


10, 340,000.00 | 10, 340,000.00 | 10,340, 000. 00 2, 533, 924. 72 7, 806, 075. 28 





00 short tons......| 50,000,000 | 24,950,000.00 | 24,950,000.00 | 23, 517, 857.00 |.....-.....-.--- 28, 517, 857.00 = wey ( _— per ton) for first 1,000 short tons; $4 per pound (8,000 per ton) for remain- 
g 5,000 short , 
**Government has call on lower of 25 percent or production or 1,500 tons per annum, provided 
00,000 pounds.__.- 525, 000 45, 000. 00 45, 000. 00 G,G4.0 |.....-.........- 45, 000. 00 total Government required to purchase not to exceed 7,500 short tons. 
100,000 pounds__-.- 525, 000 
800,000 a) 2, 368, 000 325, 000. 00 325, 000. 00 905, O08. 99 }......--.....--- $25, 000.00 | *Call price is higher of market or floor price. 
1, 680, 000 


500,000 pownde...| 











2 See remarks. 3 Includes interest. ‘ Estimated. 
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only to the extent that it is not otherwise available on reasonable terms 
manufacture of newsprint.” 

These separate statutory provisions obviously contemplated different types of 
financial assistance. Loans for plant expansion purposes were to be made only 
to the extent that financial assistance was not otherwise available on reasonable 
terms. And authority to make such loans has not been delegated to the General 
Services Administration or to the Defense Materials Procurement Agency. On 
the other hand, “advanced payments” under contracts for the procurement o! 
critical and strategic materials hardly could have been intended as a proper sub- 
stitute for a capital loan needed to construct or expand a plant facility’ The 
ordinary and usual purpose of an advance payment is to provide working capital 
That is to say, it is not customary to execute a contract for the purchase of 
materials from a company and then, under the pretext of an advance payment, 
lend the company the money to build the plant to produce the materials 

There has been found nothing in the present law to indicate that the Congress 
intended any broader authority insofar as concerns advance payments than that 
usually encompassed by the term “advance payments.” In fact, another sub- 
section (subsection (e)) of this very section 303, which provides the authority 
for advance payments, contains authority for plant expansion purposes. It 
authorizes additions and improvements to facilities owned by the United States 
and the installation of Government-owned equipment in private plants. Neither 
situation obtains in the case of the subject contracts. 

This Office is thus inclined to the view that the program under which your 
administration has undertaken to make capital loans in the form of advance 
ayments repayabie in periodic installments or in materials is of highly quest 
able legality, However, the great importance of the question prompts me to re- 
quest your views before instituting further action in the matter, In this con 
nection I should like to be informed as to whether further advances of this 
nature are contemplated and as to the present status of those already mar 

An early reply will be appreciated. 

Sincerely yours, 


FRANK H. WE! 
Acting Comptroller General of the United States. 


GENERAL SERVICES ADMINISTRATION, 
NovEMBER 16, 1955. 
To: The Administrator. 
From : The Comptroller. 
Subject: Advance Payments Under the Defense Production 
amended. 

To meet the questions raised by the Acting Comptroller General as to the le- 
gality of advance payments to acquire or expand capital facilities contracted for 
under authority of the Defense Production Act, we have prepared the attached 
tabulation for the Comptroller General. This reflects the financial status of such 
contracts as of June 30, 1955. 

To summarize the data: 

1. Advance payments, in whole or in part for capital facilities, wer ntracted 
for in 29 instances. In one of these, no funds were advanced 

2. The value of production covered by such contracts, based upon contract 
prices, aggregates in excess of $710,.277.745. 

3. Advances totaling $120,117,769 are authorized, of whic! 
capital facilities. 

4. Funds actually advanced total $108,410,568.73 tepayments total 
448.78, leaving a balance of $87,813,119.95. : 

5. Five contracts, with advances totaling $1,512,273.10, had been paid in full. 
(Since June 30, 1955, the balances of advances under two additional contracts, 
totaling $14,230,037.21, have also been paid in full, reducing the total balance 
outstanding to $73,583,082.74. ) 

6. Contractors are currently meeting their contractual obligations in 12 cases, 
with outstanding balances totalinf $68,810,170.14. (These figures include two 
cases paid out since June 30, 1955.) 

7. Three cases, involving outstanding balances totaling $9,995,466.74, are de- 
linquent, but it has not yet been deemed advisable to invoke contract sanctions. 

8. As the result of defaults, or of the happening of contract contingencies, ad- 
ministrative and/or legal action has been or is being taken to liquidate eight 
contracts, with unpaid balances of advances totaling $7,495,209.97. 
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GENERAL SERVICES ADMINISTRATION, 
NoveMBER 17, 1955. 
Re advance payments under the Defense Production Act, as amended. 
Hon. JOSEPH CAMPBELL, 
Comptroller General of the United States, 
: Washington 25, D.C. 

DEAR Mr. CoMPTROLLER GENERAL: As requested by your office, there is enclosed 
a summary schedule and analysis of contracts made by GSA and Defense Ma- 
terials Procurement Agency for the production of critical and strategic metals 
and minerals, in connection with which advance payments were made for ex- 
pansion of capital plant facilities under section 303 (b) of Defense Production 
Act, as amended. 

Your office has suggested that these advances were unlawfully made; that in 
brief, GSA and DMPA, under the guise of advance payments, made loans for 
capital plant facilities that were unauthorized under section 303 of the act. 

We have previously expressed a contrary opinion in discussions with your 
office and we have been requested to make a formal report. There is enclosed a 
memorandum opinion by General Counsel in support of our position. We are 
authorized to state that the General Counsel or ODM has informally expressed 
his agreement with the conclusion reached therein. 

We trust that on further consideration you will concur in our view that advance 
payments for plant expansion may lawfully be made under section 303 of the act, 
provided that the amount advanced is not greater than the value of the material 
which the Government has the right to purchase, so that the advance can 
actually be recovered by a charge against a part or all of such material produced. 
We do not contend that there is authority to make advance payments that are not 
thus recoverable. 

As we have previously advised your office, the exigencies of the materials 
picture have changed and it is not our present practice to make this type of 
financial assistance available in connection with new contracts. 

Cordially yours, 
Epmunp F. MAnsure, Administrator. 


OcTOBER 3, 1955. 
To: The Administrator 
From: Acting General Counsel. 
Subject: Advance payments under the Defense Production Act, as amended. 


You have asked my opinion whether GSA acted within its authority under the 
Defense Production Act of 1950, as amended, in making advance payments against 
production in connection with certain metal procurement contracts under which 
the contractor used the proceeds of the advance for the purpose of acquiring or 
expanding capital facilities. Similar advances were made under Defense: Ma- 
terials Procurement Agency contracts. 

Mr. Weitzel, Assistant Comptroller General, in his letter of August 15, 1954, 
questioned the legality of advances for such purposes aud suggested that. under 
the act, advances may be properly made only for the purpose of making worl: 
ing capital available to the contractor. 

As I have previously advised you informally, I am of the opinion that such 
advances were lawfully made. 

The authority to make advances under the act is contained in section 
303 (b), which provides, in pertinent part, that in purchasing, or making com- 
mitments to purchase metals, minerals, and other materials for Government 
use or resale, such purchases and commitments “may be made without regard 
to the limitations of existing law, for such quantities, and on such terms and 
conditions, including advance ‘payments * * * as the President deems necessary 
* * *” (This authority was delegated to the Administrator of General Serv- 
ices and the Defense Materials Procurement Administrator by Bxecutive orders 
of the President. ) 

You will observe that the phrase “including advance payments” is unqualified 
in any particular. Its conclusion was perhaps thought advisable, despite the 
language “without regard to the limitations of existing law,” to override express- 
ly another provision of law which does prohibit the making of advances. 

That law (sec. 3648, Revised Statutes, as amended, 31 U. 8S. C. 529) per- 
tinently provides, ‘No advance of pubiic moneys shall be made in any case unless 
authorized by the appropriation concerned or other law”; the purpose of the pro- 
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. . . * . , . . ‘ “es *& * 
vision being to assure, in the continuing language of the statute, that 


in all cases of contracts for the performance of any service, or the delivery of 
articles of any description, for the use of the United States, payment shall not 
exceed the value of the service rendered or of the article delivered previously to 
such payment * * *,.” ; 

No special significance attaches to the term “advance payments” as used In 
this statute and it may not be construed as meaning that only advances for 
some purposes, and not others, are prohibited. By its provisions, for example, 
payment of advance rent for use of space by the Government, and progress 
payments for work partially performed (if the Government has no title to or 
a lien upon the completed portion),? are as much prohibited by the statute as 
are advances for working capital or capital equipment.’ All disbursements of 
public funds for any purpose before value received are simply prohibited, unless 
authorized by the appropriation concerned or “other law.” 

When, therefore, section 303 (b) of the act (the “other law”) expressly au- 
thorizes advance payments in general terms, it is reasonable to conclude that the 
exception is, for the purposes of the act, as broad as the prohibition; that is to 
say, that in carrying out the objectives of the act, public funds may be dis- 
bursed in advance of value received. In short, it seems that if Congress had in- 
tended to limit the use of advances under section 303 (b) of the act for working 
capital purposes, it would have said so.* 

Mr. Weitzel suggests, however, that the limitation is implied. He says, in 
effect, that the direct lending authority contained in section 302 obviously con- 
templates a different type of financial assistance from that contemplated by 
section 503; and, therefore, that advances made under section 303 procurement 
contracts “hardly could have been intended as a proper substitute for a capital 
loan needed to construct or expand a plant facility... He then adds, ‘‘The ordi- 
nary and usual purpose of an advance payment is to provide working capital.” 

I agree with Mr. Weitzel that the two sections contemplate different types of 
financial transactions. But, in the absence of explicit language to such effect, it 
doesn’t follow that the purposes to which they may be put are mutually ex- 
clusive. For if it is said that an advance of funds under section 303 may be 
used only for working capital because loans are available for plant expansion 
under section 302, then it is as reasonable to suggest that loans under section 
302 may be used only for plant expansion because advance payments are avail- 
able for working capital under section 303. However, neither view is persuasive 
to me, for the reason that, in the particular under discussion, the object of both 
sections is, simply and identically, to furnish credit or financing where needed. 

Indeed, that is one of the principal purposes of the whole of title III. Self- 
evidently, it was designed to provide a variety of credit and finance devices that 
could be tailored to meet the individual financial requirements of the many dif- 
ferent kinds of business enterprises engaged in the critical and strategic ma- 
terials field in a period of national emergency that was certain to call for more 
than “ordinary and usual” finance methods. 

‘Thus, summarily, section 301 was designed to stimulate the flow of private 
credit by making available the so-called guaranteed V loan. Where private capi- 
tal was not reasonably available, section 302 affords direct public loans. It 
is noteworthy that under either section assistance may be given to a borrower 
even though he has no Government contract as long as such action will expedite 
production and deliveries or services under Government contracts. Section 
303 provides in part for direct Government purchases and commitments to pur- 
chase and also authorizes financial assistance, expressly countenancing advance 
payments in connection with such transactions. It also provides that Govern- 
ment-owned equipment may be installed in plants, factories and other industrial 
facilities owned by private persons. Thus, as needs for financial assistance 
vary, the act provides different devices for making such assistance available. 

The fact that advance payments may resemble loans in certain particulars 
seems to me to be immaterial. As long as the money advanced to a contractor is 
truly an advance payment, that is—payment in advance for materials to be 

+19 Comp. Gen. 758. 

229 Atty. Gen. 46. 

*26 Comp. Gen, 468. 

‘See, for example, special congressional exemption from the general ban against advance 
payments in title 31 U. 8. C. at sec. 530, with respect to advance payments for periodicals 
for Government use; and at sec. 531 with respect to the payment of rent in advance for 
Government use of foreign office space. Similarly, Congress could have explicitly lifted the 


ban of the Revised Statutes to permit the making of advances for working capital purposes 
only ; but it did not. : 
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| l services to be rendered, the act does not, either specifically or by 
implication, place any restrictions on the use to which the contractor may put 
such money. 


Contracts with delinquencies in performance 


NO ACTION TO LIQUIDATE 


Unpaid 
balances of 
advances 

Kenai Chrome Co 
Vianganese Chemical Co 
National Lead Co 


$255, 461. ( 
2, 240, 005. 
7, 0, 000. ( 


Total 9, 995, 466 


IN LIQUIDATION 


rasiag, In 000. 


i, UOr 


tmoreland Manganese Co 
roducts Transportation Lines 1] 
1Ch de I O00, Of 
j , o29. 4 
GS-O0P (D)-5 1ited Stat lin Corp . 758, 8 
VacArthur ining Co 


Mid-Continent Mining Corp 


O00 t 
IMP-1 000. 


Total 


15, 209. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., February 21, 195 


lon. FRANKLIN G. FLOETE, 


Acting Administrator, General Services Administration. 
Dear Mr. Firoere: Reference is made to your letter of November 17, 1955, wit 
enclosures, expressing the opinion, with which your General Counsel concu 
that certain contracts made by GSA and the Defense Materials Procuremen 


\gency for the production of critical and strategic metals and minerals—wherei 


r 
it was agreed that advance payments were to be used for purposes 


or phin 
expansion—were authorized under section 305 (b) of the Defense Productio 
Act of 1950. 

Your letter was in reply to our letter of August 13, 1954, questioning th 
legality of these transactions on the basis that the Congress could not hav: 
intended that the authority to make advance payments under 303 (b) would b 
used for making what an 


iounted to loans for purposes of plant expansion, sinc 
authority to make loans for such purpose was contained in section 302 of ft] 
statute. 

On further consideration of the matter in the light of the memorandum 
your General Connsel, we are in accord with your view that the statute is sufi 
ciently broad to permit advance payments to be used for expansion of plat 
facilities, as well as for working capital. Accordingly, no further question wi 
be reised as to the legal propriety of the transactions involved. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


(A report of the Attorney General follows :) 


REPORT OF THE PURSUANT TO SecTion 207 (a) o 
THE SMALL Business Act or 1953, AS AMENpDED, APRIL 13, 1956 


lo the President of the United States of America and the Senate and the Hous 
of Representatives of the United States of America in Congress assembled: 

I have the honor to submit this second report for the fiscal year 1955-56 under 
section 207 (a) of the Small Business Act of 1953, as amended by section 5 of 
Public Law 268, 84th Congress. That provision directs the “Attorney Gen- 
eral * * * to make * * * surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
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| business, or otherwise promote undue concentration of economic power 

he course of the administration of this act. The Attorney General shall 

it to the Congress and the President * * * reports setting forth the results 

such surveys and including such recommendations as he may deem desirable.” 

This report focuses on the operations of the Small Business Administration in 

sting business firms to obtain certain raw materials in chronic or temporary 

rt supply due, in part, to the demands of the national defense program. This 

eport is based on interviews with representatives of the Small Business Admin 

‘ation, the Office of Defense Mobilization, the Business and Defense Services 

lministration of the Department of Commerce, and the General Services Admin- 
stration, as well as on documentary materials supplied by these agencies. 


I. PROBLEMS OF RAW MATERIAL SHORTAGES 


From March 1 to December 16, 1955, the regional offices of the Small Business 
\dministration reported 626 cases in which assistance in obtaining raw materials 
nd equipment was requested. The materials most frequently sought were alumi- 
num and copper, and, to a lesser extent, nickel, steel, cement, helium, and gyp- 
sum.’ The volume of these requests evidences the fact that many small concerns 
believe that they have been handicapped by inability to procure materials essen- 
al to their productive operations. 

In any period many factors may affect the supply and demand of various raw 

‘rials. These factors may disrupt the normal distributive processes by 
hich such materials are channeled, and may cause temporary shortages. In- 
lequate production facilities continually lagging behind a constantly expanding 
emand for the materials, as new end products requiring their use are developed, 
avy even mean chronic shortages. Adjustment to such supply and demand 
tuations is a normal part of business operations. Shortages of materials 
ecessary for production is generally among the normal hazards of doing 


usiness 


But, the Korean mobilization program and its ecold-war aftermath intruded 
‘ditional factor on the industrial scene. In partial response to international 
lopments, under the Defense Production Act of 1950, as amended, and the 

rategic and Critical Materials Stockpiling Act, as amended,* the Government 
among other things: (1) Entered into contracts with suppliers of basic 

w materials to expand needed defense production facilities:;* (2) diverted 

intities of such materials to a Government stockpile to ensure availability 

f sufficient quantities of scarce materials for immediate defense production 
eds in an emergency;* and (3) diverted raw materials from civilian markets 

) business firms requiring them for defense contracts.’ 

Execution of the various functions under these acts has been delegated to the 

ffice of Defense Mobiilzation.’ It has the overall task of coordinating produc 

on for national defense. The administration of certain specializ fume tions 

s been subdelegated to other agencies. 

The Emergency Procurement Service of the General Services Administration, 
xample, is responsible for the purchasing and storing of the stockpile and 
se production inventories.” Upon order from ODM it may defer the de- 
y dates of such stockpile orders from suppliers, or discontinue such pur- 

es entirely for a time. For further example, the Business and Defense 

ices Administration of the Department of Commerce has been dele ated the 
power to allocate scarce materials from the producer to manufacturers requiring 
hem for fulfillment of defense cdeitenmun? 

Beyond these powers presently exercised, the Defense Production Act em- 


Increasing concern over these complaints was noted by SBA in its fourth semiannual 
report for 6 months ending June 30, 1955, p. 74. 
?Publie Law 774, Sist C ong.. Sentember 1950, ch, 932, 64 Stat. T98;: Public Law 96, 
82d Cong., July 31, 1951, ch. 275, 65. grants 134: Publie Law 429. 82d Cong.. June 30, 1952, 
h. 530, 66 Stat. 296: Public Law 29 sath Cong., August 9, 1955. ch. 655, 69 Stat. 580. 
‘Pu blie Law 520, 79th Cong.. sar 23, 1946, ch. 590, 60 Stat. 596: Reorganization Plan 
No. 8, see. 2 (b), effective June 12, 19538. 67 Stat. 634. 
{ See 303, Defense Production Act of 1950, as amended. 
>See. 3. Strategie and Critical Stockpiling Act of 1946. as amended 
* See. 101 (a), Defense Production Act of 1950, as amended 
Reorganization Plan No. 3. sec. 2 (b), effective June 12, 1953, 67 Stat. 634: Executive 
Order No, 10480, 3 C. F. R., 1953 supp. 
5’ Executive ore No. 10480, sec. 101, 3 C. F. R., 1953 supp. : DMO 1-7, 32A C. F. R., 
19538 revision, 14. 
an xecutive Order No. 10480, sec. 201 (a) (4), F. R., 1953 supp.; DMO 1-7, 32A 
. R., 1953 revision, p. 14. 
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powers the Government, where necessary, to control allocation of materials 
even for the civilian market.” At present, however, defense agencies see no 
necessity for the utilization of such power. Apparently, the diversion of mate 
rials to the needs of the defense efforts, in the present condition of our economy 
has not been sufficient to create any significant general dislocation of distributior 
in the civilian market to such a degree as to create appreciable hardship in the 
business community asa whole. Nevertheless, it cannot be denied that some ma 
terials are at present in short supply. The complaints to the Small Business 
Administration indicate that many small-business men are feeling the effects 
of these shortages. 

The question arises whether the complaints of shortages among small-business 
men are the result solely of absolute or relative shortages in the supply of the 
raw materials involved, or whether such failure to obtain necessary supplies is 
the result, in part, of an unequal distribution of these materials by the suppliers 
In the disruption of the normal distributive channels caused by the demands of 
the defense program, the materials.,remaining for civilian consumption may wel 
he distributed, in some cases, in an unequal manner between large and small 
firms. Ina sellers’ market some raw material suppliers may tend to dispose of 
their product, in the easiest way possible, to large volume buyers. In this way, 
the larger businesses who require materials, and who can afford to obtain their 
requirements in such volume purchases, could obtain a significant advantage over 
smaller companies.” 

[* is the understanding of the Small Business Administration representatives 
that most suppliers of such critical raw materials, faced with the problem of in 
adequate supplies for the demands of the civilian economy, have adopted a quota 
system of distribution In effect, they tend to reserve to each of their regular 
customers a percentage of the available supply based upon the percentage of 
business normally done wtih that customer in previous vears. 

In any event, the presently existing pattern of distribution presents problems 
which may lead to greater economic concentration among the larger businesses 
and a decline in small business ability to compete. If all suppliers of these 
materials and distributing them rigidly in proportion to prior purchases, this 
could freeze the status quo in industres dependent upon these materials. It 
would lead to a rigid stratification in the position of the various large and small 
companies in these industries. No company would be able to expand its produc 
tion at the expense of its competitor and rise to a more prominent position in 
an affected industry. This would be particularly harmful to small businesses 
which started operations shortly before this period of shortage arose, with hopes 
of rapid expansion after a few years. Worse, it will prevent the entry of new 
manufacturers in any such affected industries. If there is no available supply 
of the materials needed for production, no new competitors can hope to enter 
the field. 

If, on the other hand, suppliers are tending to favor their large customers 
in the distribution of these materials, these customers will be able to grow in 
strength at the expense of their smaller competitors. Ultimately, if such a 
process were to be continued, many of the smaller, marginal competitors would 
have to go out of business. 








IT. SBA’S 





LEGISLATIVE 





AUTHORITY 


The Small Business Act of 1953 embodies the congressionally declared policy 
that this Nation’s security and economic well-being can best be realized by 
encouraging development of small business. To preserve free competitive enter- 
prise Congress directed that the Government should aid, counsel, assist, and 
protect insofar as is possible the interests of small-business concerns. The Small 
Business Administration was established for this purpose: to aid in opening up 
free markets, free entry into business, and opportunities for the expression and 
growth of personal initiative and individual judgment among small-business men 
which is assured from the existence of such full and free competition.” The 
opportunity for small-business concerns to obtain their share of necessary raw 


materials essential for the preservation of such competition. The preserva- 






' Sec. 101 of the Defense Production Act, as amended. 
‘It must also be noted that such unequal distribution may also arise where the supplier 
of such material himself enters the field as a fabricator of end products based upon this 
raw material, because of the greater scope for profits in such integrated production. In 


such cases the tendency appears to be to reserve a greatly disproportionate share of his 
raw material for his own use. 


12 Sec. 202 of the act. 
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on of such opportunities, therefore, comes squarely within the duties of the 
Small Business Administration, 

While SBA must assist the small-business community in finding a solution 
to the problems involved in obtaining these raw materials, Congress has provided 
SBA with only limited statutory tools available to this end. Under section 212 (f) 

f the act SBA may obtain from suppliers of materials information pertaining to 
the method of filling orders whenever it appears that any small business is 
unable to obtain materials from its normal sources for war or defense production 
section 212 (g) authorizes SBA to make studies and recommendations to the 
appropriate Federal agencies to insure a fair and equitable share of materials, 
supplies, and equipment to small-business concerns to effectuate war or defense 
rograms. Yet another provision empowers the agency generally to make studies 
of the effect of price, credit, and other controls imposed under war or defense 
rograms, wherever it finds that such controls discriminate against or impose 
indue hardship upon small business. It may then make recommendations to the 
appropriate Federal agency for the adjustment of controls to the needs of small 
business.” 

These sections of the act limit SBA in this field to investigative and advisory 
functions. Furthermore, all of these provisions authorize action only where war 

r defense production of a small-business concern are directly involved in raw 
material shortages. Since a small manufacturer requiring such materials to 
fulfill defense contracts is able to obtain them through the allocation power 
of the Business and Defense Services Administration of the Department of 
Commerce.” these provisions provide only a supplementary benefit to the small- 
husiness community. In any event, they do not relate squarely to the crux of 
the problem, since most of the small-business complaints to SBA over inability 
to obtain raw materials come from firms engaged wholly in supplying the civilian 
market ; they are not involved at all in defense work. 

However, an amendment to the act which became effective on July 31, 1955, 
does specifically concern this problem.” Under the new provision, a group of 
small-business concerns may form and capitalize a corporation, subject to the 
approval of the Attorney General, for the purpose of establishing facilities to 
produce or secure raw materials or supplies. In order to facilitate the establish 
ment of such corporations, it was provided that the statutory limit of $250,000 
on loans by the SBA may be extended, for loans to such a corporation, to a figure 
reached by multiplying $250,000 by the number of separate small businesses in- 
volved in the formation and capitalization of the corporation. It was hoped by 
the Congress that this provision would open up to small-business concerns an 
opportunity to secure for themselves an independent source of raw materials and 
supplies, enabling them to compete on more even terms with their integrated 
competitors, and to create new competition in fields where competition is most 
needed.” 

This provision has been in operation only 8 months. During this period only 
one application for a loan to organize such a corporation has been received by 
the Small Business Administration. This application was approved. 

We cannot know at this time all the reasons why small-business concerns, hit 
by the pinch of raw-material shortages, have not taken advantage of this provi- 
sion to jointly organize corporations to produce an independent supply of such 
materials. However, some possible reasons are worth exploration. 

In the case of many of the raw materials about which complaints of shortages 
have been received from small concerns, the capitalization requirements for the 
establishment of a plant to produce the materials are far beyond the capabilities 
of any manageable group of small businesses. For example, the cost of estab- 
lishing a plant for the production of nickel would be prohibitive. The Govern- 
ment’s total capital investment in the Cuban Nickel Co. plant, which it owns, 
is approximately $47.4 million.” To obtain such a sum of money in loans from 
the Small Business Administration would require the joint cooperative efforts of 
some 200 small-business firms which require nickel in their own individual pro- 
duction. An undertaking on this grand a scale obviously would be impracticable 
and unmanageable. 


18 Sec. 216 of the act. 

“4 Ante, p. 4. 

5 Sec. 207 (a) (2) of the act, as amended. 

” H. Rept. No. 1350, 84th Cong., 1st sess., pp. 5-6 (1955). 

17 General Services Administration press release, February 23, 1956, on the operation of 
this plant. 
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Another possible explanation may be inferred from the experience derived from 
the operation of somewhat similar joint efforts by small-business firms in the 
pooling program originally established under the Defense Production Act of 
1950." and continued under the Small Business Act of 1953."° This pooling pro- 
gram was considered by Congress to have been a failure during the Korean 
emergency.” A survey by the Department of Justice disclosed the principal 
factors responsible for the lack of success of the program. It was indicated, 
among other factors, that inherent in the operation of such pools are the some- 
times insuperable difficulties of getting a number of small-business firms to arrive 
at joint decisions to take joint action. Friction, fluctuating or flagging interest, 
procrastination, and delay among members and the difficulty in arriving at joint 
decisions were found to be prime obstacles to the success of such enterprises.* 

Such problems would also seem to be inherent in a situation where a group of 
small concerns would have to come together for united joint action in the organi- 
zation and capitalization of a raw-material facility, and the subsequent joint 
control and operation of such a plant. Naturally, as the number of joint members 
increases, in order to obtain necessary capital, the inherent problems in such an 
enterprise are multiplied in perhaps a greater proportion. 


III. 





CURRENT OPERATIONS OF SBA IN THIS FIELD 


Since the Small Business Administration does not have any real legislative 
authority enabling it to assure a supply of basic materials to small-business 
concerns, it is, at present, reduced to purely voluntary and informal action in 
attempting to render such assistance. Primarily through field office action, it 
attempts to intercede with its good offices in negotiations with the businessman’s 
normal supplier, or to discover alternate sources of supply. In rendering this 
voluntary assistance, SBA’s limited manpower confines its efforts to assisting 
what it deems legitimate hardship cases, rather than those companies merel) 
desiring to expand beyond a current or previous level of activity. To effectuate 
this program, SBA has established procedures for the guidance of its field offices 
to obtain expeditious and satisfactory handling of these complaints. 

If the problem cannot be solved on a local level, the Washington office eithe: 
contacts the supplier itself, or refers the case to ODM, BDSA, or GSA, seeking 
their intercession on behalf of the smali-business man. In the majority of cases 
in which the Small Business Administration has sought to aid a small firm in 
this manner, it has been successful in obtaining a delivery of the required raw 
material from some supplier. 

The BDSA also acts unofficially, upon evidence of real hardship, to assist such 
a sinall-business man in negotiations with a supplier. Its criteria for determining 
what firms deserve assistance appear to be much the same as those of the Small 
3usiness Administration. However, unlike the SBA it does not see fit to extend 
assistance to a new manufacturer of a product who has not yet established a 
source of supply, and is, therefore, unable to obtain any deliveries of any of the 

ritically short raw materials. In such a case, BDSA takes the position that a 
firm is assumed to have entered the field with full knowledge of the materials 
shortage situation, and has accepted the risks involved in its decision. 

In its turn, the Office of Defense Mobilization furnishes a measure of indirect 
but substantial benefit to nondefense manufacturers, including small-business 
men suffering from raw materials shortages, by its actions in the field of stock- 
piling. Where it is indicated that a certain defense material may be in critically 
short supply, and if the extent of the stockpile in that material can possibly 
warrant it, ODM may defer its quarterly acquisition of the material for the 
stockpile. In extreme cases it may drop entirely plans to stockpile the material 
during a quarterly period.~ Such a release of production to the genera] market 


helps greatly in easing the shortage problem. 
In addition to its voluntary intervention to obtain raw materials for small- 


business men on a case-by-case method, SBA is making some efforts to rectify 
the problem at its source. 


Among the plans that have been considered is a 


18 Sec. TO8 of the act, as amended. 
79 Sec. 217 of the act, as amended. 
*S. Rept. No. 1597, 82d Cong., 2d sess. (1952), Select Committee on Small Business 
Report on Defense Production Pools, p. 13. 

- Report of the Attorney General under the Defense Production Act, April 8, 1954, p. 7 

For example, ODM diverted the entire supply of copper scheduled for delivery to the 
stockpile during the fourth quarter of 1955 to civilian markets. In addition, it ‘dropped 
plans to acquire 200 million pounds of aluminum during the third quarter of 1955, and 
diverted 75,000 tons of that metal to the civilian market during the fourth quarter. 
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-oposal for meetings with representatives of ODM, GSA, and BDSA to attempt 
to formulate a comprehensive joint administrative policy on the raw-materials 
program. This policy might, among other considerations, better fulfill the needs 
of small-business men, and insure that small-business concerns may be enabled 
to obtain a fair share of the total production of raw materials in short supply 
which remains after stockpiling and defense demands are satisfied. 

SBA is also suggesting a program of action, which the various producers of 

ch critical materials might adopt, for the voluntary setting aside of a certain 

nall proportion of their annual output specifically for the use of possible new 
nsumers. If such a suggestion is adopted, it would go far toward easing, 
thin the framework of the existing laws, one aspect of this problem involving 
mall business. 
IV. RECOMMENDATIONS 


It is generally agreed that the present economic picture does not require 
he imposition of Government controls over the production and distribution of 
aw materials. At the present time there is no such disruption of markets and 
supplies as occurs in time of war. Consequently, Government controls cannot 

e justified by the fact that defense requirements have created a shortage.™ 

Nevertheless, it has been suggested that in the present situation, in order to 

rotect the interests of small business, SBA be given a limited power to allocate 

tical raw materials in short supply to certain hardship cases, when a clear 
essity arises. Such a power of allocation would have the effect of insuring 

») a small-business firm the ability to obtain his supplies if his normal channels 

distribution become disrupted, and he faces the alternative of going out of 

isiness. It will also insure the availability of some supplies of essential ma- 
als to a new manufacturer who otherwise would be unable to obtain even 
iinimum requirements. 

On the whole, however, we consider such a plan to be impracticable. The 
lem is entirely different from SBA’s normal financial assistance programs 
the defense procurement programs. In the field of defense procurement 

uusands of firms may seek such awards. lay alify under SBA’s 
| business standards and make application, but he ( Because it is 
ious that only a few can be chosen, those who lose have no ground for com- 

aint that they failed for lack of assistance. The losers expect to be left to 

r own devices to engage in other production. Similarly, i1 1e Operation 

the loan program all who require financial assistance and w lify under 

BA standards will be given such assistance; at present the limi 

f funds available for loans is not an important consideration. 

tlowever, scarce industrial materials for use in manufacture cannot be made 

vailable to everyone according to his own estimation of his need. There must, 
erefore, be a preliminary determination of what is a fair share for each 
oducer relative to all others. This would immediately involve questions 
far beyond the scope of limited aid to a certain number of producers. It would 
fact involve questions affecting the overall allocation of materials throughout 
he economy. 
Even without considering such factors, the development of proper 


amount 


standards 
vould be difficult. It may perhaps be doubted, for example, whether such 
riteria should include aid to newcomers in a field of manufacture. Under our 
free competitive system many newcomers will appear in any field of business 
activity which seems to be promising. If the Government held out a promise of 
help in the way of a supply of materials to all new producers in any field, such 
tion might have the effect either of soon exhausting the resources of supplies 
1 such materials and failing in its promise, or promoting unsound development 
to the injury of some, perhaps to many businessmen, in an overextended in- 
dustry. 
Similarly, where aid would be confined to strict hardship cases unrelated to 
new producers in a field, other problems arise. Only when supplies are sufficient 
) meet all demands may every producer have all that he wants. Therefore, it 
nust be recognized that every effort of the Small Business Administration to turn 
aterials in times of scarcity to any one applicant involves the denial of such 
naterial to some other producer. Therefore, before the Small Business Admin- 
istration can help one small-business man in this respect, it must determine that 
his need is greater than that of others who, except for the effects of SBA, would 
eceive the materials in question. No assistance should be given any applicant 


** See ODM’'s Stockpile Report to the Congress, January—June 1955, p. 6. 





144 DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 


without full knowledge of his need and his qualifications, even in those instances 
when a manufacturer has been denied a supply of materials conforming to bis 
historic purchasing pattern. The Government is hardly warranted in intervening 
without knowing that the applicant is qualified and prepared to make use of the 
requested materials in the immediate future, and that he has not accumulated a 
more than adequate stockpile of his own. 

For equitable operation of such allocation power, SBA would require as full 
an investigation in the case of such applicants as is now made of applicants 
seeking financial assistance. Where there is adequate security, a mistake in giving 
financial aid is of no great consequence ; and even when no recovery is possible, 
the Government suffers but a single business loss. However, when essentia] 
materials in time of scarcity are mistakenly diverted from one or more sma! 
producers, the consequences may involve the business failure of some of these 
competitors, Therefore, a heavy burden of investigation is prerequisite for the 
equitable administration of even limited power of allocation. 

It is concluded that limited power of allocation would be impracticable without 
involving complete allocation over particular materials. The standards for such 
allocation would be extremely difficult to formulate. And, in the final analysis, the 
administrative burden upon the Small Business Administration would probably 
he completely disproportionate to the effective benefit such limited power of 
allocation could be expected to bring to the small-business community. 

2. Under section 212 (f) of the Small Business Act SBA has authorization to 
obtain from suppliers of materials information pertaining to the method of 
filling orders whenever it appears that any small business is unable to obtain 
materials from its normal sources for war or defense production. This limita- 
tion is inappropriate to the present state of affairs, since the problems which 
SBA is now called upon to resolve are unrelated to war or defense production 
It is clear that the operations of SBA in this field would be aided by a legisla- 
tive amendment removing this limitation, and permitting the agency much 
greater latitude in developing the overall factual picture in the distribution of 
materials which are presently, or are soon expected to be, in short supply. 

3. It is believed that an authoritative economic survey should be made of the 
current methods of distributing materials in short supply to the civilian econ 
omy, and their effects upon the operations of small business firms. The Small 
Business Administration is the governmental agency in closest touch with the 
small-business community and its problems in this area of operations. It has 
already established contacts with various suppliers involved, and has estab 
lished smooth cooperative working relations with the defense production agen 
cies who maintain contact with other suppliers of such materials. It would 
seem to be the logical agency to conduct an investigation of this nature. There 
fore, it is suggested that SBA should undertake such a study of distributive 
practices by the suppliers of such materials, as they affect the small-business 
man, provided legislative sanction is granted. 

An inquiry of this kind should ascertain the relative proportions of materials 
sold to large firms and to small businesses by the various suppliers, under both 
the historical pattern and present practices. It should find whether suppliers 
are selling on a quota system, a first-come, first-served basis, or some other 
method. It should discover whether the suppliers are holding any reserve of 
production for possible new customers, and ascertain the effect on distributive 
practices, if any, of an increase in ‘production or the withdrawal of a former 
customer’s business. 

Unless all the facts in the distributive picture in these critical areas of pro- 
duction are known, it will be impossible to gage, with any degree of certainty, 
the effect of the present defense program upon economic concentration in the 
civilian economy. The results of such a survey, on the other hand, will furnish 
2 substantial basis either for possible legislative action, if that be deemed neces 
sary, or for a more knowledgeable and systematic policy of voluntary assistance 
by governmental agencies to small businesses affected by these shortages. 

4. Apart from such a survey, it is believed that SBA, ODM, BDSA, and GSA 
should, at once, work out as speedily as possible a tentative joint policy of 
action in their handling of complaints from businessmen on shortages of sup- 
plies. Such a plan, in the light of the present facts, must not only determine 
what should be considered as hardship cases and what types of cases should 
receive unofficial assistance in obtaining supplies; it should also give greater 
consideration to easing the needs of small-business men in the civilian economy 
within the overall framework of the defense program. The results of an over- 
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| investigation of present distributive practices in these critical areas, as they 

e developed, would guide the gradual formulation of a more definite and 
nermanent program. 

Respectfully submitted. 


HERBERT BROWNELL, Jr., Attorney Generali. 
(Materials relating to the WOC program follow :) 


COMMITTEE ON BANKING AND CURRENCY, UNatTep STATES SENATE, 
December 1, 1955. 
The- Honorable PHiLip YounNG, 
Chairman, Civil Service Commission, 
Washington, D. C. 

DEAR Mr. Youne: Under paragraph 710 (b) (7) of the Defense Production Act 

f 1950, as amended by Public Law 295, S4th Congress, enacted August 9, 1955, 
you are required to survey appointments made under subsection 710 (b) of the 
wt and to report your findings to the President and the Joint Committee on 
Defense Production at least once every 3 months. 

Section 305 of Executive Order 10647, of November 28, 1955, refers to this 
statutory report, and prescribes certain information which is to be included in 
the report. 

I understand that your first report under paragraph 710 (b) (7) was not sub- 
mitted within the required 3 months, and that it has not yet been submitted. I 
should appreciate a statement of your reasons for not complying with this 
statutory requirement. 

I also understand that department and agency heads have since August 9, 1955, 
heen using the authority conferred by the amended subsection 710 (b), both by 
continuing to employ persons previously appointed under the old subsection and 
by making new appointments under the amended subsection. 

In the course of your survey of and report on appointments under subsection 
710 (b) would you investigate and report on the following points: 

The appointments made under section 710 (b) during the period from 
August 1, 1955 (when the old authority terminated), and November 28, 1955; 

The arrangements made after August 9, 1955, and before November 28, 
1955, to insure compliance with the new provision in paragraph 710 (b) (3), 
effective August 1, 1955, that appointees under the subsection “shall, when 
policy matters are involved, be limited to advising appropriate full-time 
salaried Government officials who are responsible for making policy deci- 
sions”; 

Any evidence that persons appointed under subparagraph 710 (b) did 
not limit their activities as required by paragraph 710 (b) (3); 

Any persons appointed under subsection 710 (b) after August 1, 1955, 
(a) whose appointments were terminated before November 28, 1955, or (b) 
whose appointments are terminated before December 28, 1955 (the date when 
the filing of financial information by appointees under the subsection is 
required by Executive Order 10647). 

Would you also please let me know whether it is your intention to limit your 
quarterly reports, when submitted, to the mechanical functions provided for in 
the Executive order, or whether you intend to exercise any independent judgment 
with respect to the sufficiency of the statements and certificates required by the 
act and the order, the qualifications of the appointees, and the availability of 
persons on a fulltime salaried basis for the positions involved. 

You are, I am sure, aware that the provision requiring a quarterly report 
from you was included for the purpose of obtaining your judgment, as head of 
the Civil Service Commission, on the manner in which this exceptional authority 
was being exercised, and the impact of the appointments on the civil-service pro- 
gram, rather than for a mechanical determination that certain documents were 
or were not executed and filed or for a statistical report on operations under the 
subsection, however useful these clerical functions may be. 

Sincerely yours, 

J. W. FuierieHr, Chairman. 
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UNITED States Civit SERVICE COMMISSION, 
Washington, D. C., December 19, 1955. 
Hon. J. W. FULBRIGHT, 
United States Senate. 

DeaR Senator FutsricHtT: In you letter to me of December 1, 1955, you 
raise a number of questions with regard to my responsibilities under paragraph 
710 (b) (7) of the Defense Production Act of 1950, as amended by Public Law 
295, 84th Congress, enacted August 9, 1955. 

Our last survey under the provisions of Executive Order 10182, as amended, 
covered the 3 months’ period ending June 30, 1955. Our practice has been to 
allow agencies 15 days after the close of a quarter to consolidate and send to 
us the information we need for such surveys. Following the receipt of this 
information we review the files in the agencies to obtain the additional info 
mation necessary for the report. The report itself has usually been submitt 
about 45 days after the close of the quarter it covers. 

After the enactment of Public Law 295 amending the Defense Production Act, 
and requiring a report to the Joint Committee on Defense Production, as well 
as to the President, we were aware of the fact that an Executive order was 
being prepared providing guidelines from the President to the departments 
and agencies and also to the Civil Service Commission regarding the scope 
and content of such surveys. We fully expected the issuance of this Executive 
order in time to begin our regular survey, Which would have been approximately 
October 15. However, the serious illness of President Eisenhower delayed the 
issuance of this Executive order until November 28, 1955. Although we accom- 
plished all of the preliminary work in connection with appointments made under 
the provisions of the Defense Production Act, between July 1 and September 30, 
1955, we were well aware that the agencies themselves, expecting an inter- 
pretation of the law in the form of an Executive order, had not complied with 
the reporting requirements of the law. We felt that in order to give a full and 
accurate picture of the situation to the President and to the joint committee, 
it would be necessary to delay our survey and the preparation of a report until 
after the issuance of the Executive order. The Executive order, which was 
issued on November 28, 1955, allows an additional 30 days for compliance with 
its reporting requirements with regard to those individuals previously appointed 
under Executive Order 10182, who were still on the rolls as of the date of the 
order. Therefore, it seemed to us that the most practicable course of action 
would be to allow this 30-day compliance period to elapse and then to complete 
our survey. This particular survey would then cover the actions taken by the 
agencies under the following conditions: (1) Appointments made between July 
1 and August 1, 1955, under the provisions of Executive Order 10182, as amended ; 
(2) Appointments made between August 1, 1955, the effective date of Publi 
Law 295, and Novembér 28, 1955, the date of issuance of Executive Order 10647; 
and (3) appointments made and compliance requirements met for persons on 
the rolls and appointed between November 28, 1955, and December 30, 1955. 
n view of the complicated situation that has resulted through operations during 
this period under two Executive orders and under the old law and amended 
law, we feel that the whole situation can best be presented through such a 
report covering the whole period. 

The Executive order goes further than the law in requiring additional state 
ments by the head of the agency supporting the four-point certification re- 
quired by the law. We consider it our responsibility to see that these state- 
ments are filed and that they contain the required information. I also point 
out that while it is possible for us to determine what instructions agencies have 
issued to avoid conflict of interest and to make sure that persons serving with- 
out compensation serve in an advisory capacity only, when policy matters are 
involved, and to exercise some judgment as to the adequacy of these instruc- 
tions, we cannot determine if such instructions have been followed, since, to 
do so, would entail a day-to-day review of the matters considered and the actions 
taken by these individuals. 

I hope that I have clarified for you my position with regard to the responsi 
bilities placed upon me by Public Law 295 and Executive Order 10647. If I 
may furnish you any further information, please let me know. 

Sincerely, 
Puivie Younc, Chairman. 
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UNITED STATES SENATE, 
COMMITTEE ON BANKING AND C 
Ja 
H PHILIP YOUNG, 
Chairman, Civil Service Commission, 
Washington, D. ¢ 
an Mr. Youne: I have received your letter of December 19, replying to 
inquiry of December 1 concerning the report which you are required by para- 
graph 710 (b) (7) of the Defense Production Act to make at least once every 3 
ths to the President and the Joint Committee on Defense Production. 
cannot, of course, accept, as an excuse for failure to make a survey and to 
a report required by a statute, your position that you were awaiting the 
ance of an Exe ~utive order regarding the scope and content of the surveys 
ile an Executive order may increase the scope of a statuory survey and re 
t, I do not consider that you are or could be relieved from a statutory duty 
by the terms of an Executive order, or by any delay in issuing an Executive 
ler. 
realize that a report by you on November 9, the day the statute required 
ou to report, would have revealed the fact that the Department of Com 
me rece had been making use of the amended subsection 710 (b), before the Presi- 
dent had delegated the power to do so, and without compliance with the statutory 
requirements concerning publication. It was in order to provide assurance 
against misuse or abuse of the authority conferred by subsection 710 (b) that 
you Were required to report to the Congress. It seems an inadequate excuse 
say that you could not make a survey or report because the other agencies 
were not complying with the law. 

In your letter you say you are planning to see ae the statements of the ap 
ointing officials are filed and that they contain the desired information. lh 
ldition, I expect you will also carry out the otliet requirements of the 

ecutive order, and see that the notices and statements required by the law 
ave been executed and filed as required. 

My letter was not, however, limited to this mechanical operation. I would 
ke to know whether your surveys and reports, when you make them, will con 
ain any independent evaluation of the sufficiency of the statements and ce 
tificates required Dy the act and the order, and independent evaluation of the 

alifications of the appointees, and any independent report on the availability 

persons on a full-time basis for the positions involved. 
should appreciate your replying to this inquiry. 
would also appreciate your advising me whether you will i ot include 

n your survey and report the four points made under the fifth paragraph of my 
etter of December 1. 

Even if not submitted within the period required by law, your report may be 
elpful to the Congress if it concerns itself with substantive matters. If, how- 

, the report is concerned solely with whether certain documents have or have 
been filed, it will obviously have only a very limited usefulness, and will not 
complish the purposes for which Congress intended the provision 
Sincerely yours, 


FULBRIGHT, Chairman. 


UNITED States Crvit Service COMMISSION, 
Washington, D. C., January 25, 1956. 
Hon. J. W. FULBRIGHT, 
Unitd States Senate, Washington, D.C. 

Dear SENATOR FULBRIGHT: I have received your letter of January 5, 1956, with 
egard to the report which section 710 (b) (7) of the Defense Production Act 
equires me to make. 

[ regret that you do not agree as to the advisability of covering the 6-imonth 
period since the Commission’s last survey in a single report. The factfinding part 
of the survey covering this 6-month period has been completed and the report 
to the President and to the Joint Committee on Defense Production is in final 
preparation. I am sending this report forward to the President and the joint 

committee today. 

In connection with your specific inquiry as to whether the report will contain 
any independent evaluation of the sufficiency of the stateme nts and certificates 
required by the act and the order, any independent evaluation of the qualifications 
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of the appointees, and any independent report on the availability of persons on 
a full-time basis for the positions involved, I can give you the following 
information. 

The Commission survey does not question the four-point certification that the 
head of the employing department or agency is required to make under section 
501 (a) of the Executive order. In connection with the supporting statements 
required by section 301 (b) of the Executive order, these statements are reviewed 
to assure that they cover the required points. 

‘The survey report will specitically cover the appointments made under section 
710 (b) during the period from August 1, 1955, when the new law became effec- 
tive and November 2s, 1955, when the new Executive order was issued. It wil! 
contain information with regard to the procedures adopted by agencies to insure 
compliance with paragraph 710 (b) (3). The effectiveness of such instructions 
will not be evaluated. The survey will cover persons appointed under section 
710 (b) after August 1, 1955, whose appointments were terminated before Novem- 
ber 28, 1955, or whose appointments were terminated before December 28, 1955, 
the date when filing of financial information by appointees under the subsection 
is required by Executive Order 10647. 

The survey report, at this time, will not contain comment as to the availability 
of persons on a full-time salaried basis. At the present time, there are no civil- 
service registers for positions above grade GS-15. An examining program is 
being considered and if put into effect in the months ahead, the Commission will 
be in a much better position to advise agencies as to the availability of persons on 
a full-time salaried basis at these levels. Some preliminary discussions have been 
held with the Department of Commerce with regard to the availability of other 
individuals in the Government service who might be qualified for some of the 
positions they are now filling on a WOC basis. 

The survey report will cover appointments made under the provisions of 
section 710 (c) of the Defense Production Act and section 101 (b) of the Execu- 
tive order. These are appointments of experts and consultants at not to exceed 
$50 per day. In these instances, a positive determination is made as to qualifica- 
tions in every case, as well as a determination as to whether the position is that 
of consultant or expert. 

It is believed that the reports resulting from these surveys will provide useful 
information for both legislative and exceutive interests. 

Sincerely, 
Pup Younes, Chairmen. 


COMMITTEE ON BANKING AND CURRENCY, 
UnIrep STATES SENATE, 
February 8, 1956. 
Hon. Purtirp Youne, 
Chairman, United States Civil Service Commission, 
Washington, D. C. 

Dear Mr. Youne: In your letter of January 25, 1956, you state that you 
regret that I do not agree as to the advisability of covering the 6-month period 
since the Commission’s last survey in a single report. In my letters of Decem- 
ber 1 and January 5, I was not questioning what you might include in a 
report filed at the end of January 1956. 

My criticism is directed to the fact that the Defense Production Act Amend- 
ments of 1955 quite clearly require you, as Chairman of the Civil Service 
Commission, to survey appointments of industry paid Government employees 
under subsection 710 (b) of the act and to report your findings to the President 
and the Joint Committee on Defense Production at least once every 3 months, 
and you did not do so. 

I do not consider that your failure to carry out the clear requirements of a 
statute is excused, as your letters suggest, by the fact that you were awaiting 
the issuance of an Executive order telling you how to carry out this statutory 
mandate, or by the fact that a report within the time prescribed by law would 
have disclosed that other agencies were not complying with the law, or by the 
fact that a report filed long after the statutory deadline had passed would 
be more complete. 

I have now asked you twice whether you intend to limit your survey to the 
mechanical functions provided in the Executive order, or whether you intend 
to exercise any independent judgment about the fulfillment of the requirement. 
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Your letter states that your survey does not question the certification by the 
head of the agency, and that the supporting statements “are reviewed to assure 
that they cover the required points.” 

Your letter also states that your report will not contain any comments on the 
availability of persons on a full-time salaried basis, though you are considering 

n examining program “in the months ahead.” 

I gather that these statements from your letter may be taken as your reply 

my question, and that the Congress cannot rely on your surveys and reports 
to provide us anything more than a mechanical review of the number of docu- 
ments filed in connection with each employee. 

The Congress assigned this duty to you, because it was considered necessary 
to have this exceptional appointment authority carefully supervised by an 
official responsible for carrying out the letter and the spirit of the civil-service 
aws, and anxious to protect the Government against conflicting interests on 
the part of employees. It appears that other methods of protecting the public 
interest should be sought. 

In accordance with my letters of December 1 and January 5, I would appre- 
ciate the following information : 

A list of the names (with the agencies involved) of all persons appointed 
under section 710 (b) of the Defense Production Act after August 1, 1955, 
who resigned or were otherwise terminated before November 28, 1955. 

A list of the names (With the agencies involved) of all persons appointed 
under section 710 (b) (whether appointed befote or after August 1, 1955) 
who resigned or were otherwise terminated on or after November 28, 1955. 
without filing the information concerning their financial interests required 
by paragraph 710 (b) (6) of the act. 

Sincerely yours, 

J. W. FULBRIGHT, Chairman. 


Unitep States Crvin Service CoMMISSION, 
Washington D. C., March 7, 1956. 
Hon. J. W. FULBRIGHT, 
United States Senate. 

Dear SENATOR FULBRIGHT: This letter provides you with the additional in- 
formation on appointments under subsection 710 (b) of the Defense Production 
Act, requested in your letter of February 8, 1956, which Mr. John Macy ack- 
nowledged on February 21, 1955. 

We had understood that you had been furnished a copy of our periodic sur- 
vey of appointments under the authority of the Defense Production Act from 
among those we furnished to the Joint Committee on Defense Production. 
We have received information that this is not the case. A copy of our periodic 
survey is, therefore, attached. I regret that there has been this delay in furn- 
ishing you this information. 

Your first specific request reads as follows: 

“A list of the names (with the agencies involved) of all persons appointed 
under section 710 (b) of the Defense Production Act after August 1, 1955, who 
resigned or where otherwise terminated before November 28, 1955.” 

Our survey showed that no persons so appointed were terminated before 
November 28, 1955. 

Your second request reads: 

“A list of names (with the agencies involved) of all persons appointed 
under section 710 (b) (whether appointed before or after August 1, 1955) who 
resigned or were otherwise terminated on or after November 28, 1955, without 
filing the information concerning their financial interests required by section 
710 (b) of the act.” 

Our survey showed a total of 30 such cases, 1 in the Department of the Army, 
and 29 in the Office of Defense Mobilization. The names of the individuals 
concerned follow : 
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Frederick J. Bell 
Floyd V. Berkner 
Horatio L. Bond 
Ellis W. Brewster 
Percy Bugbee 

Nelson H. Eddy 
Richard M. Embersen 
L. J. Greeley 

Herbert L. Hall 
Forest L. Henderson 
Solomon C. Hollister 
Katherine G. Howard 
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ARMY 


Emory M. Ford 


OFFICE OF DEFENSE MOBILIZATION 


G. Stewart Paul 

J. R. Rhoads 

George J. Richardson 
Elihu Root, Jr. 
George Seltzer 
Glenwood J. Sherrard 
William S. Sparks 
Joseph D. Stockton 
Simon D. Strauss 
Osgood V. Tracy 
Edward H. Wasson 
Elmer H. Weaver 


Burnham Kelly 
J. B. Horner Kuper 
Otto L. Nelson 


Richard W. Wortham, Jr. 
John D. Young 


With regard to the 29 cases listed above, the Office of Defense Mobilization 
gave us the following explanation: 

“There were a number of different reasons for terminations during that period, 
such as refusal of the employee to file, failure to file by the date required, no 
anticipated need for advisory services in the near future, and conclusion of 
the part-time assignment for which they had been employed. No attempt was 
made to secure financial statements from WOC’s terminated prior to December 
28, since the only remedy for failure to file on the due date was termination 
of the WOC employment. If the occasion should arise for future services of 
any person whose WOC appointment has been terminated, he will be required, 
of course, to file a statement at that time. Of the 29 separated, 20 were never 
in a duty status after November 28. The remaining { were in duty status only 
1 day.” 

If I may be of any further assistance, please let me know. 

Sincerely, 
PHILLIP Youne, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., April 18, 1956. 


. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 
DEAR SENATOR FutsricgHtT: We have been furnished a copy of a letter of March 
7, 1956, from the Chairman of the Civil Service Commission to you concerning 
WOC employees of this agency who were terminated on or after November 238, 
1955, without filing the financial statements required by section 710 (b) of the 


Hon. J 


Defense Production Act. While that letter accurately quoted our general ex 
planation of those terminations, I would like to supply you with some supple- 
mental information so that it will be quite clear on the record that there has been 
no evasion by this agency of either the spirit or the language of section 710 (b). 

As indicated in our explanation to the Civil Service Commission, of the 29 
employees terminated after the effective date of Executive Order 10647 20 were 
never in a duty status after that date and the other 9 were in a duty status for 
only 1 day. The 9 employees were all members of the temporary committee 
set up on May 9, 1955, under the chairmanship of Gen. Otto Nelson to review 
under current conditions the dispersion recommendations developed earlier under 
Project East River. This committee had completed its assignments prior to 
November 28 but required one additional meeting in December to wind up its 
activities. Terminations of the WOC appointments of its members were being 
prepared when the Executive order was issued. 

Of the 20 WOC’s who although on the roles on November 28 were not in a 
duty status thereafter, 15 were persons who would not have been retained in a 
WOC status under the new law in any event. Twelve of them were slated only 
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Executive reserve assignments and had not been terminated earlier be- 

ise of the imminence of the issuance of the Executive order establishing that 

Reserve. When it appeared that that Executive order would not be issued in 
ne to meet the filing deadline of December 28, they were terminated. ‘The 
ther three WOC’s in this category, like many of those slated for Executive re 

serve assignments, had not been called upon for advice or consultation for a 
gtime. In these cases termination actions could have been taken at an earleir 

late but were delayed by the determination of the ODM Executive 
embership. 

Of the remaining 5 WOC’s, 1 was merely late in filing his statement and was 
iecessarily terminated. He was reappointed soon after. The other four did 
not wish to continue on a WOC basis for one reason or another. While the 

ing requirement may have had some bearing on their decisions it was not 

cessarily the controlling factor. All of the men involved had performed fine 
service for us and their active assignments were generally completed. 

I trust that this information will clarify the record and I, of course, will 
» glad to supply your committee with any additional reports it may require. 

Sincerely yours, 


reserve 


ArTHUrR S. Fuemmine, Director. 


UNITED STATES CIVIL SERVICE COMMISSION, 
Washington, D. C., April 30, 1956. 
J. W. FuLpricHr, 


United States Senate. 
T 


DeAr SENATOR FULBRIGHT: In my letter to you of March 7, 1956, I listed the 
imes of 29 individuals in the Office of Defense Mobilization appointed under 
ction 710 (b) of the Defense Production Act who resigned or were otherwise 
rminated on or after November 28, 1955, without filing the information con- 
erning their financial interests, required by section 710 (b) (6) of the act. Asa 
art of the same letter we furnished you with an explanation of this situation 

which had been given to us by the Office of Defense Mobilization. ‘So that it 
will be quite clear on the record that there has been no evasion by this agency 
of either the spirit or the language of section 710 (b), I would like to supplement 
our March 7 letter with the following additional information which has been 
civen us by the Office of Defense Mobilization. 

As indicated in our previous letter, of the 29 employees terminated after the 
effective date of E. O. 10647, 20 were never in a duty status after that date and 
the other 9 employees were all members of the temporary committee set up on 
May 9, 1955, under the chairmanship of Gen. Otto Nelson to review under cur- 
ent conditions the dispersion recommendations developed earlier under Project 
Kast River. This committee had completed its assignment prior to November 28 
but required one additional.meeting in December to wind up its activities. 
Terminations of the WOC appointments of its members were being prepared 
when the Executive order was issued, 

Of the 20 WOC’s who although on the roles on November 28 were not in a 
duty status thereafter, 15 were persons who would not have been retained in a 
WOC status under the new law in any event. Twelve of them were slated only 
for Executive Reserve assignments and had not been terminated earlier because 
f the imminence of the issuance of the Executive order establishing that Re- 
serve. When it appeared that that Executive order would not be issued in time 
to meet the filing deadline of December 28, they were terminated. 


The other 
iree WOC’s in this category, like many of those slated for Executive Reserve 
issignments, had not been called upon for advice or consultation for a long time. 
In these cases termination actions conld have been taken at an earlier date but 
ere delayed by the determination of the ODM Executive Reserve membership. 

Of the remaining 5 WOC’s, 1 was merely late in filing his statement and was 
necessarily terminated. He was reappointed soon after. The other four did not 
wish to continue on a WOC basis for one reason or another. While the filing 
requirement may have had some bearing on their decisions it was not necessarily 
the controlling factor. 

I hope the above information completely clarifies the record with regard to 
his situation. 

Sincerely, 


PuHiuip Youns. Chairman. 
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COMMITTEE ON BANKING AND CURRENCY, 
UNITED STATES SENATE, 
Vareh 13, 1956. 
Hon. DouGLas Mckay, 
Secretary of the Interior, 
Washington, D.C. 


Dear Mr. McKay: In connection with this committee’s consideration of §. 
3407, the bill to extend the Defense Production Act, it would be helpful to have 
the following information about Mr. Lynn S. Madsen, who was appointed under 
section 710 (b) of the Defense Production Act as foreign petroleum analyst. 

The duties of the position, preferably in the form of the job description, if 
this is complete and up to date, including particularly a statement as to whether 
these duties involve in any way the voluntary agreement in section 708 of the 
Defense Production Act relating to foreign petroleum supply. 

A full and complete description of the efforts made prior to his appointment 
to find a person who would carry out the duties on a full-time salaried basis. 

What instructions have been issued to Mr. Madsen to carry out the prohibition 
of section 710 (b) (3) on making policy decisions. 

Sincerely yours, 
J. W. Fuverieut, Chairman. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 22, 1956. 


wns 


Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

My Dear SENATOR Futerigut: I have your letter of March 13, 1956, asking 
for information about Mr. Lynn S. Madsen, appointed under section 710 (b) of 
the Defense Production Act as foreign petroleum analyst, which would be helpful 
to the Committee on Banking and Currency in its consideration of S. 3407, the 
bill to extend the Defense Production Act. 

The Petroleum Administration for Defense was terminated on April 30, 1954, 
and its remaining duties and responsibilities were transferred to the Office of 
Oil and Gas. There were serious deficiencies in detailed information on petrole- 
um operations of foreign areas in the Office of Oil and Gas. Therefore, efforts 
were made to employ a full-time salaried Government employee with intimate 
knowledge of foreign petroleum operations, but these were unsuccessful. Then 
efforts were concentrated on securing a qualified individual who might be em- 
ployed on a without-compensation basis. Eventually we were able to obtain the 
services of Mr. Madsen. 

Mr. Lynn S. Madsen was appointed as foreign petroleum analyst in the Office 
of Oil and Gas pursuant to the provisions of section 710 (b) of the Defense 
Production Act. His services were made available to the Government for 1 
year. He entered on duty on January 10,1955. He resigned on January 6, 1956. 

As foreign petroleum analyst, Mr. Madsen’s assigned duties were to organize 
a foreign petroleum data reference library. He reviewed all available data and 
information of the Office of Oil and Gas covering every facet of the petroleum 
operations in foreign countries. He developed ways and means to bring such 
data and information up to date, keep it current, and make it readily available. 
This library which he established covers petroleum information on 117 foreign 
countries and areas. 

The job to which Mr. Madsen was appointed was a nonpolicymaking position. 
The duties did not involve activities concerned with administration of the 
Voluntary Agreement Relating to Foreign Petroleum Supply or its implementing 
adjunct, the Foreign Petroleum Supply Committee. 

With the library organized, the duty of keeping foreign petroleum data current 
is now the responsibility of a full-time salaried petroleum and natural gas engi- 
neer in the Office of Oil and Gas who joined the staff in January 1956. 

Sincerely vours, 
D. Orts BEASLEY, 
Administrative Assistant Secretary. 
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COMMITTEE ON BANKING AND CURRENCY, 
UNTTED STATES SENATE, 


Varch 13, 1956 
Hon. SINCLATR WEFKs, 


Secretary of Commerce, Washington, D. C. 


DeAR Mr. Weeks: In connection with this committee’s consideration of S 
407, the bill to extend the Defense Production Act, it would be helpful to have 
the following information : 

1. A list of all persons appointed to operating positions (as distinguished from 
consultants) under section 710 (b) of the Defense Production Act since July 31, 
1955, showing in each case (a) the position to which the appointment was made, 
(b) the private employer of the individual, (c) the position held with his private 
employer, and (d) the specific efforts made to find a person who might fill the 
position in your Department on a full-time salaried basis. A copy of the job 
description, showing the appointee’s duties, should be given in each case. 

2. The name of any of these appointees who was receiving from his private 
employer at the time of the appointment an annual Salary less than $14,800. 

3. A statement of the procedures and instructions which you have issued to 
carry out the prohibition of section 710 (b) (3) on the making of policy decisions 
by these appointees. 

4. A statement of the procedures and instructions you have issued to avoid, 
to as great an extent as possible, any conflict between the governrhental duties 
of these appointees and their private interests, either through passing upon or 
making recommendations concerning applications from or other matters directly 
affecting their private employers or passing upon or making recommendations 
concerning applications from or other matters affecting competitors of their 
private employers. 

In order to determine how you intend to carry out the filing requirements of 
the 1955 Defense Production Act amendments, the following specific questions 
are asked : 

Mr. William J. Edmunds, Jr., of the Kaiser Aluminum & Chemical Corp., was 
appointed Director of the Aluminum and Magnesium Division on August 15, 
1955. His statement of financial interests, dated August 16, 1955, was filed on 
December 1, 1955. He was superseded in his position on February 13, 1956, by 
Mr. Irving P. MacAuley. In view of the fact that Mr. Edmunds apparently was 
Division Director for 2 days less than 6 months, do you intend to ask Mr. 
Edmunds to file a statement showing changes in his financial interests while in 
the position, as required under section 710 (b) (6) at the end of each succeeding 
6-month period? 

A number of appointees under 710 (b) have apparently served in operating 
positions for more than 6 months (for example, Mr. Courtiandt F. Denney, ap 
pointed as Director, Power Equipment Division, on August 15, 1955, statement 
dated August 18, 1955, redated November 16, 1955; Mr. George Ireland, ap- 
pointed as Director, Communications Equipment Division, on August 15, 1955, 
statement dated August 15, 1955, redated November 16, 1955: Mr. Robert D. 
James appointed as Director, Forest Products Division, on July 11, 1955, state- 
ment dated November 17, 1955). I have found no statements published in the 
Federal Register showing changes in their financial interests. Is it your inten- 
tion to require these employees to file statements at the end of 6 months of 
service in these positions, showing changes in their financial interests during 
such 6-month period? If so, when would such supplementary statements be 
filed? 

Sincerely yours, 
J. W. Fuisricnt, Chairman. 


THE SECRETARY OF COMMERCE, 
Washington, April 17, 1956. 
Hon. J. W. FuLBRIGHT, 
Chairman, Committce on Banking and Currency, 
United States Senate, Washington, D. C. 


DeAR Mr. CHAIRMAN: This is in further reply to your letter of March 13 re- 
questing certain information concerning the WOC program for use in connection 
with the committee’s consideration of S. 3407 (to extend the Defense Production 
Act of 1950, as amended). We are pleased to submit the following: 

1. Since July 31, 1955, no persons have been appointed “without compensation” 
(WOC) to operating positions in the Department of Commerce (as distinguished 
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from consultants) under section 710 (b) of the Defense Production Act except 
in our Business and Defense Services Administration (BDSA). Attached as 
exhibit A is a list of all persons so appointed since July 31, 1955. This list shows 
in each case (a) the position to which the appointment was made, (6) the 
private employer of the individual, and (¢) the position held with his private 
employer. In each case prior to approval of the appointment of the individual 
on a WOC basis our (Office of Personnel Management endeavors to locate candi 
dates to fill the position on a full-time salaried basis. In doing so it gives con 
sideration to (1) employees currently employed in the Business and Defense 
Services Administration, (2) former employees on the Department’s Reemploy- 
ment Priority List, (3) applications retained in the applicant file, and (4) such 
other sources of likely personnel as are available and appropriate. Attached as 
exhibits B-1 through B—25 are copies of the job descriptions of each individual 
listed in exhibit A. 

2. Attached as exhibit C is a table showing the private earnings of each of the 
individuals listed in exhibit A as indicated in form SF—57 submitted by each at 
the time of his appointment. For some years it has been the policy of the De- 
partment to require in general that prospective WOC’s must have earned at least 
$10,000 per year in private employment in order to be eligible for a WOC appoint 
ment under the Defense Production Act. It was considered sufficient for the 
Government’s administrative requirements that they be required merely to state 
in their appointment papers that their private earnings were in excess of $10,000 
per year without disclosing their exact earnings. There is ample reason t 
believe, of course, that the earnings of Many appointees Were substantially in ex- 
cess of that amount. Recently, however, we have required each WOC candidate 
to state that his private earnings are in excess of the Government’s base rate of 
pay for the position to which it is proposed to appoint him. In no case, we might 
add, has an individual been appointed WOC to a position within the Depart 
ment calling for a salary of as much as $14,800, to which you refer in your lette: 

3. With respect to the prohibition against the making of policy decisions by 
WOC appointees as provided in section 710 (b) (3) of the act, our practices and 
procedures are as follows: 

(a) When the WOC reports for duty, he is given a copy of his job descrip- 
tion which, in each case, as will be noted from exhibits B—1 through B-25, 
contains the statement that the incumbent shall, when policy matters are 
involyed, be limited to advising appropriate full-time salaried Government 
officials who are responsible for making policy decisions. 

(b) At the same time he has been given a kit of information designed to 
acquaint him with the programs of the Agency and the rules and regulations 
governing his conduct as a Government employee. Included in this kit is a 
copy of a memorandum from the General Counsel of the Department of 
Commerce dated December 1, 1955, calling attention to the 1955 amendments 
of the Defense Production Act, including section 710 (b) (3) (exhibit D). 

(c) Shortly after the WOC reports for duty, a special indoctrination and 
orientation meeting is conducted by the Director of Administration for 
BDSA with each incoming WOC. At this meeting the limitation on the 
WOC’s authority with respect to policy matters is called specifically to his 
attention and discussed with him. In addition, he is advised to disqualify 
himself with respect to any official action of the Division wherein partici- 
pation by him might be considered improper or embarrassing to the Govern- 
ment, the Department, his company, or himself. He is also advised that he 
is always free to seek and obtain counsel and advice in these matters from 
the Administrator of BDSA or his deputy, the Director of Administration for 
BDSA, or members of the staff of the General Counsel of the Department ot 
Commerce. 

4. With respect to the avoidance to as great an extent as possible of any con- 
flict between the governmental duties of these appointees and their private inter 
ests, our practices and procedures are as follows: 

(a) For the guidance of all Assistant Administrators, Division Directors, 
and Deputy Division Directors of BDSA in connection with the selection of 
prospective appointees and processing of WOC appointments pursuant to 
the Defense Production Act, an interim procedure was established on Decem- 
ber 22, 1955 (exhibit E), and distributed by memorandum of the Director of 
Administration, BDSA, on December 23, 1955 (exhibit F). 

(b) Bach WOC at the time he is sworn in is given (and acknowledges re- 
ceipt of) a copy of the form entitled “Exemptions From Certain Conflict of 
Interest Statutes” (exhibit G). This form, you will note, contains not only a 
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statement of the statutory exemptions but also of the limitations thereon 
which have been imposed by statute and Executive order. 

(c) Each incoming WOC is given a kit of information designed to acquaint 
him with the programs of the Agency and the rules and regulations govern 
ing his conduct as a Government employee. Included in this kit are the fol- 
lowing Which pertain to conflict of interest : 

(1) Department of Commerce Order No. 77 (amended) dated August 
5, 1955, entitled “Conflicts of Interest and Private Business Activities 
of Officers and Employees” (exhibit H). 

(2) A copy of a memorandum from the General Counsel of the Depart- 
ment of Commerce dated December 1, 1955, calling attention to the 1955 
amendments of the Defense Production Act (exhibit D). This memo- 
randum quotes section 710 (b) (4) of the Defense Production Act, as 

amended. 
(d) At the indoctrination and orientation meeting between the Director 
of Administration for BDSA and the newly appointed WOC, as described in 

3 (e) above, matters of conflicts of interest, statutory exemptions, and the 

limitations thereon, and the application of Department Order 77 (exhibit 

H) are thoroughly discussed. 

With respect to Messrs. Edmunds, Ireland, James, and Denney referred to in 
our letter, our records indicate the following dates of employment : 


Name Appointed Terminated 


nunds, William J., . 
i, George 

. Robert D 

ey, Courtlandt F 


Aug. 15,1955 | Jan. 31, 1956 
do Do. 
} July 11, 1955 Do. 
| Aug. 15, 1955 (1) 


Still on duty 


We do not understand that a supplemental financial statement is required 

nless and until the WOC has served 6 months from the date of his appointment 
from August 1, whichever is later. Accordingly, no supplemental financial 
tement was obetained from Messrs. Edmunds, Ireland, and James. 

On March 2, 1956, the Civil Service Commission advised us that after discussion 
with the Attorney General it had been concluded that in the case of those WOC’s 
who were on duty as of August 1, 1955, and were still on duty as of February 1, 
1956, supplemental financial statements were required as of the latter date. This 
was so despite the fact that only 2 or 3 months at most had elapsed since they 

led their initial financial statements. This was contrary to our original 
impression that the 6 months would run from the date of their last previous filing. 
Nevertheless, we undertook promptly to obtain supplemental financial statements 
from all such individuals. Mr. Denney’s supplemental statement 
February 15, 1956, was filed on March 22, 1956 (21 F. R. 1809). 


made as of 
Supplemental 
statements have been obtained from other individuals similarly situated and have 
been filed with the Federal Register. 

I hope the foregoing information satisfactorily answers your inquiries and that 
it will be of assistance to the committee in its deliberations. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 
Exuipir A 


Persons appointed to operating positions without compensation pursuant to 
sec. 710 (b) of the Defense Production Act since July 31, 1955 


(Prepared as of Mar. 14, 1956) 


| 


tt | Position appointed to | ey a Position held with 
Name in BDSA | Private employer private employer 


| 

, John V_ ‘ Director, Iron and Steel | Republic Steel Corp., | Assistant general man- 

| Division. Cleveland, Ohio. ager of sales. 

by, Joseph P. Director, Metalworking | Lapointe Machine Tool | Vice president. 
Equipment Division. | Co., Hudson, Mass. 
ss, John L , Director, Electrical | Westinghouse Electric | Manager, power equip- 
Equipment Division. | Corp., Sharon, Pa. ment sales, trans- 

former division. 




































































































































































































































































156 


Name 


Courtlandt F 


Denney, 


Dueringer, Wilbur F 


Edmunds, William J., Jr 


Halderman, Lawrence J 


Ireland, George 


Jones, William J 


Krohn, Gilbert H 


Macauley, Irving P 


Martin, Roger H 


Martin, Terry B 


Merliss, 


Frederick A 


Pommer, Clifford G 


Reed, R. Chester 


Sandston, William L 


Seeley, Clarence W 


Stuart, Charles M 


Van Rensselaer, Cortlandt 


Waindle, Roger F-. 


Williams, Robert E 


DEFENSE 


Position appointed to 
in BDSA 


Director, Power Equip- 
ment Division. 


_do 


Director, Aluminum 
and Magnesium Divi- 
sin 

Director, Chemical and 
Rubber Division. 


Director, Water and 
Sewerage Industry 
and Utilities Division. 

Chief, Carbon and Al- 
loy Semifinished Rail, 
Structural, Bars, Wire 
and Forgings Branch, 
Iron and Steel Divi- 
sion. 

Director, General Com- 
ponents Division 


Director, Communica- 
tions Equipment Di- 
vision. 
Director, 
Division. 
Chief, Stainless, Hi- 
Temp, Alloy and Tool 
Steel Branch, Iron 
and Steel Division 
Director, Aluminum 
and Magnesium Di- 

vision. 

Chief, Carbon and Al- 
loy Flat Rolled and 
Tubular Products 
Branch, Iron and 
Steel Division 

Director, Electrical 
Equipment Division. 

Deputy Director, Alu- 
minum and Magne- 
sium Di. ision. 

Director, Shipb ilding, 
Railroad, Ordnance, 
and Aireraft Division. 





Automotive 


Deputy Director, Con- 
tainers and Packag- 
ing Division. 

Chief, Business Re- 
search and Analysis 
Branch, Iron and 
Stee] Division. 

Director, Copper Divi- 
Sion, 


General In- 
Equipment 


Director, 
dustrial 
Division. 

Deputy Director, Scien- 
tific Motion Picture, 
and Photographic 
Products Division. 

Chief, Castings Branch, 
Iron and Steel Divi- 
Sion. 

Director, Communica- 
tions, Equipment Di- 
vision. 


Persons appointed to operating positions without compensation pursuant t 


sec. 710 (b) of the Defense Production Act since July 31, 1955 


Private employer 


Foster Wheeler 
165 Broadway, 
York, N. Y. 

Allis-Chalmers 
facturing Co., 
waukee, Wis. 

Kaiser Aluminum and 
Chemical Corp., Oak- 
land, Calif. 

B. F. Goodrich Chemi- 
eal Co., Cleveland, 
Ohio. 

Johns-Manville 
Corp., New 
Ns Bs 

U.S. Steel Corp., Pitts- 
burgh 30, Pa. 


Corp., 
New 


Manu- 
Mil- 


Sales 


York, 


Timken Roller Bearing 
Co., Los Angeles, 
Calif. 

Bell relephone Com- 
pany of Pennsylvania, 
Philadelphia, Pa 


Chrysler Corp., Detroit, 


Mich. 
Babcock & Wileox Co., 
Chicago, Il 


Reynolds Metal Co., 
New York, N. Y. 


Jones & Laughlin Steel 
Corp., Pittsburgh 30, 
Pa. 


Square D Co., 
waukee, Wis. 
United Smelting & Alu- 

minum Co,, Inc., New 

Ilaven, Conn. 
General Electric Co., 

Schenectady, N. Y. 


Mil- 


The Texas Co., New 
York, N. Y. 
Armco §8teel Corp., 


Middletown, Ohio. 


Scovill Manufacturing 
Co., Waterbury, 
Conn 
Carrier Corp., Syracuse, 
ees 


Hewlett-Packard 
Palo Alto, Calif. 


Co., 


Consolidated Foundries 
& Manufacturing Co., 
Boston, Mass. 

Automatic Electric Co., 
Chicago, Ill. 


Super visor, 
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Continued 





Position held with 
private employer 






Executive assistant t 
vice president 


Engineer in charg: 


sales of steam 
bines. 
Metal control 
ager. 


Manager, plastic 
terials sales. 


Manager, direct sal 
pipe division. 


Assistant manager 
high-strength ste 


sales. 


Branch manager. 


General commercia 
manager. 


Assistant general pro- 
duction manager 

Sales representative 
tubular products d 
vision. 


Vice president, ex 
utive sales. 


Assistant manazter, tu 
bular products. 


Standards engineer 


General 
ent. 


superintend- 


Manager, marketing, 
Schenectady aero- 
nautie and ordnance 
systems department 

packages 

and shipping divi- 
sion. 

Economic analyst. 


District sales manager 
Assistant to executive 
vice president. 


Assitant 
ager. 


sales mMan- 


Vice president. 


Staff representative 








(Certain portions of the standard forms S. F. No. 75 have been omitted ) 


. 
oe 


Pt SE 

















oe ee 


a 


ferent ee 
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Exursit B-1 
JoHN V. Bur.ey, Director, IRON AND STEEL DIVISION 
[Standard Form No. 75, February 1946] 
United States Civil Service Commission—Position description 


Allocation by: a. Civil Service Commission. Class title of position: Estab- 
lished in accordance with Section 710 (b) of the Defense Production Act of 
1950, and Section 101 (a) of EB. O. 10182. 

b. Department, agency, or establishment: Director, Iron and Steel Division. 
Class, series : WOC. 

ce. Bureau: Director, Iron and Steel Division. Class, series : WOC. 

e. Recommended by initiating office: Duties and responsibilities comparable to 
those of positions allocated to GS—17 under the Classification Act of 1949. 

16. Description of duties and responsibilities (see Guide to Position Classi- 
fiers, Employees, and Supervisors for the Preparation of Position Descriptions, 
Standard Form No. 75A) : 


NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the Iron and Steel Division is responsible for administering 
the Business and Defense Services program with special reference to iron and 
steel products, ferro-alloys, forgings, and castings. 


Duties 


The Director is responsible for establishing the organization as well as oper- 
ating plans, recommendations, and procedures needed to achieve the objectives 
of the Division. Incumbent shall, when policy matters are involved, be limited to 
advising appropriate full-time salaried Government officials who are responsible 
for making policy decisions. 

Administers and directs the following functions of the Division : 

1. Steel—Under the Defense Materials System, the Division is responsible 
for insuring the requirements of the military and Atomic Energy programs. 
Under Order M-1A, the Division is responsible for the issuance of set-asides 
and directives ou the production of specified quantities of types, sizes, shapes, 
and forms of steel to meet defense requirements. In addition the Division 
will issue priorities and directives, wherever such may be needed and requested by 
the Military Establishments and Atomic Energy Commission, to insure that pro- 
duction and delivery of military and AEC requirements are met on schedule. 

2. The Division is also responsible for the following materials: Pig iron, 
scrap, steel forgings, steel castings, boron, calcium, chromium, cobalt, columbium, 
manganese, molybdenum, nickel, silicon, tantalum, titanium ore, tungsten, va- 
nadium, zirconium, and basic refractories. 

3. Stockpiling and conservation.—This involves making recommendations on 
iron and particularly nickel and ferro-alloy stockpiling and conservation poli- 
cies and operations. Recommendations include opinions on stockpile goals, rate 
of stockpiling, ete., with due consideration to the effect on defense and civilian 
production and the stability of the industry. 

4. Mobilization readiness program.—The overall objective of this program is 
to develop a mobilization plan that lies within the Nation’s material and physical 
resources and generates the maximum military power that these resources can 
support, with due consideration of the needs and contributions of the rest of the 
Free World. This involves: (@) studies and investigations, in collaboration with 
other Government agencies and with industry, to determine the productive poten- 
tial of industry to meet all-out mobilization requirements; (6) identification, 
where possible, of serious deficiencies in industrial capacity that will be needed 
in time of emergency; (c) recommendations for tax amortization and loans in 
connection with the expansion of industrial capacity needed to meet current de- 
fense production goals as well as mobilization requirements (such recommenda- 
tions in every instance to be made by full-time, career employees); and (d) 
maintaining and keeping up to date industrial production and/or materials 
controls on the economy for defense purposes. 

5. The postattack program.—This is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 
attack plans. In connection with the iron and steel industries, such program 
involves pointing up specific measures which should be taken with these especially 


76559—56——11 
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critical and vulnerable industries and serving as a clearinghouse for ideas within 
the industries. It involves making suggestions for dispersion, deconcentration 
and protective construction ; for transfer of production to undamaged facilities; 
for development of duplicate sources of supply; and for accelerating restoration 
of damaged facilities. 

6. The Department’s program to foster, promote, and develop United States 
industry and commerce.—This involves serving as the focal point for the iron 
and steel industries within Government and advising the Administrator and the 
Secretary of Commerce, on policies and actions for carrying out the Depart- 
ment’s programs. It involves participating with the iron and steel industry, 
and the Industry Advisory Commmittee, in advocating national economic policies 
designed to promote industrial expansion and business programs at home and 
abroad; developing plans to prevent and alleviate business recessions ; proposing 
policies to promote business stability and progress; providing information, guid- 
ance, and judgments on industry affairs; and working closely with industry 
and industry associations in representing business in Government. It involves 
providing information to business on production, sales and inventories; develop- 
ing, in collaboration with business and other Government agencies, statistical 
series adequate to meet requirements of both Government and business; pub- 
lishing industry information useful to business and general public; and repre- 
senting and assisting industry in its relations with other Department and 

gencies of Government. 
Supervision and guidance received 

The Director serves under the broad general direction of the Administrator 
and/or the Deputy Administrator. Coordinative guidance and staff leadership 
is available from the Assistant Administrator for the metals area. The Director 
is expected to exercise initiative and judgment in determining what projects 
should be undertaken, how they should be organized, and the propriety of the 
work. Specific instructions with respeet to the administration of the Division 
are seldom available. The guides are characteristically in the nature of legis- 
lation, budgetary limitations, and expressed or implied policies of the agency. 


Personal work contracts 


The incumbent should have a broad industry background with intimate knowl- 
edge of the problems of the steel industry and related industries. He establishes 
and maintains continuing liaison with top executives of Government, industry, 
trade associations, and the technical and trade press for the steel industry. 
Personal contacts and the establishment of cooperative working relationships 
with top echelon industrialists is a primary responsibility of this position in the 
interest of protecting the economy of the industry. Contacts are for the pur- 
pose of keeping informed on the latest developments and trends in steel and 
related fields, providing assistance in the solution of problems, or gaining con- 
currence in proposed actions that are vital to the agencies’ programs. 

Note.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other Division Director positions within BDSA 
allocated to industry specialist, GS—1150-17. 


Exuisit B-2 
JoserH P. Crosspy, Director, METALWORKING EQUIPMENT DIVISION 


Allocation by: a. Civil Service Commission. Established in accordance with 
section 710 (b) of the Defense Production Act of 1950, as extended, and section 
101 (a) of Executive Order 10647. 

b. Department, agenty, or establishment: Director, Metalworking Equipment 
Division. Class, series: WOC. 

ec. Bureau: Director, Metalworking Equipment Division. Class, series: WOC. 

e. Recommended by initiating office: Duties and responsibilities comparable 
to those of positions allocated to GS-17 under the Classification Act of 1949. 

16. Description of duties and responsibilities (See Guide to Position Classi- 
fiers, Employees, and Supervisors for the preparation of position descriptions, 
standard form No. 75A): 
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NATURE AND PURPOSE OF WORK 
ntroduction 


The Director of the Metalworking Equipment Division is responsible for admin- 
istering the Business and Defense Services Administration program with special 
reference to industrial segments falling under the Metalworking Equipment Divi- 
sion. 

Duties 

The Director is responsible for the organization as well as operating plans, 
recommendations and procedures needed to achieve the objectives of the Division. 
Incumbent shall, when policy matters are involved, be limited to advising appro- 
priate full-time salaried Government officials who are responsible for making 
policy decisions. 

Administers and directs the following functions of the Division: 

Duties: 

1. Priorities and directives.—This is action which may be taken if necessary 
to sustain the production and construction programs of the Department of 
Defense and Atomic Energy Commission. Priority ratings direct the delivery 
of specified quantities of types, shapes and sizes of the controlled materials 
and production equipment and provide the means for giving preferential treat- 
ment to purchase orders, contracts, or other forms of procurement, if necessary. 
Directive assistance is granted when delivery is required at an earlier date than 
that which can be satisfied by issuance of a priority rating. 

2, Administration of BDSA Order M—41—Delivery of metalworking machines.— 
This order regulates the delivery of metalworking machines pursuant to rated 
orders. It requires all producers to schedule their deliveries pursuant to such 
orders in accordance with the provisions of this order. It requires establish- 
ment of delivery schedules to maximize production and effectively distribute 
tools according to established military preference lists. Diversions of and direc- 
tives for machine tools are limited to orders sponsored by the Atomic Energy 
Commission and the Department of Defense. 

3. The mobilization readiness program.—The overall objective of this program 
is to develop a mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these re- 
sources can support, with due consideration of the needs and contributions of 
the rest of the free world. This involves: (a@) studies and investigations, in col- 
laboration with other Government agencies and with industry, to determine 
the productive potential of industry to meet all-out mobilization requirements ; 
(b) identification, where possible, of serious deficiencies in industrial capacity 
that will be needed in time of emergency; (c) recommendations for tax amorti- 
zation and loans in connection with the expansion of industrial capacity needed 
to meet current defense production goals as well as mobilization requirements 
(such recommendations in every instance to be made by full-time, career em- 
ployees); and (d@) maintaining and keeping up-to-date industrial information 
that would be essential in the event if is necessary in the future to impose pro- 
duction and/or materials controls on the economy for defense purposes. 

4. The postattack program.—This is a program for assisting industry ad- 
visory committee and other groups of industrial leaders in the development 
of postattack plans. It involves pointing up specific measures which should be 
taken with especially critical and vulnerable industries, and serving as a clear- 
inghouse for ideas within the industries under the jurisdiction of the Division. 
It involves making suggestions for dispersion, deconcentration, and protective 
construction ; for transfer of production to undamaged facilities: for develop- 
ment of duplicate sources of supply ; and for accelerating restoration of damaged 
facilities. 

5. Stockpiling and conservation.—This involves making recommendations on 
policies and operations based on knowledge of industrial capacity, production, 
onsumption, and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

6. The Department’s program designed to foster, promote, and develop United 
States industry. and commerce.—This involves serving as the focal point for those 
industries within Government and advising the Administrator and the Secretary 
of Commerce on policies and actions for carrying out the Department’s program. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business programs at home and 
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abroad ; developing plans to prevent and alleviate business recessions ; proposing 
policies to promote business stability and programs; providing information, 
guidance, and judgments on industry affairs and working closely with industry 
and industry associations representing business in Government. It involves 
providing information to business on production, sales, and inventories ; develop- 
ing, in collaboration with business and other Government agencies, statistical 
series adequate to meet requirements of both Government and business; assem- 
bling and distributing data useful to business in expanding markets at home and 
abroad; publishing information useful to business and the general public; and 
representing the assisting industry in its relations with other departments and 
agencies of the Government. 
Supervision and guidance received 

The Director of the Metalworking Equipment Division serves under the broad 
general direction of the Administrator and/or the Deputy Administrator. Co- 
ordinative guidance and staff leadership is available from the Assistant Admin- 
istrator for the industry group. The Director is expected to exercise initiative 
and judgment in determining what projects should be undertaken, how they 
should be organized, and the propriety of the work. Specific instructions with 
1espect to the administration of the Division are seldom available. The guides 
are characteristically in the nature of legislation, budgetary limitations, and ex- 
pressed or implied policies of the agency. 


Personal work contacts 


Contacts are established and continuing liaison maintained with top officials 
of Government and industry. Contacts are for the purpose of persuading them 
to provide assistance in the solution of problems, or gaining their concurrence in 
proposed actions that are vital and important to the defense program. 

Nore.—This position is in lieu of a full-time Classification Act position which 
would be comparable to other Division Direct positions within BDSA allocated 
to industrial specialist, GS—1150-17. 


Exutnir B-3 
JoHN L, Cross, Drrecror, ELEcTRICAL EQUIPMENT DIVISION 


Allocation by: b. Department, agency, or establishment: Director, Electrica! 
Equipment Division. Class, series: WOC. 

ce. Bureau: Director, Electrical Equipment Division. Class, series: WOC. 

e. Recommended by initiating office: Duties and responsibilities comparable to 
those of positions allocated to GS—17 under the Classification Act of 1949. 

16. Description of duties and responsibilities (See Guide to Position Classifiers, 
Employees, and Supervisors for the preparation of position description. Stand- 
ard form No. 75A) : 


NATURE AND PURPOSE OF WORK 

Introduction 

The Director of the Electrical Equipment Division is responsible for adminis- 
tering the Business and Defense Services Administration program with special 
reference to the electrical equipment industry area, which includes equipment 
such as special meters for aircraft, AN connectors, and marine fittings, electrical! 
components for machine tools and general industrial equipment, transformers, 
switch gear, large motors, and other equipment used in the generation, trans- 
mission, and distribution of electrical energy. 


Duties 


The Director is responsible for establishing the organization as well as oper- 
ating plans, recommendations, and procedures needed to achieve the objectives 
of the Division. Incumbent shall, when policy matters are involved, be limited 
to advising appropriate full-time salaried Government officials who are responsi- 
ble for making policy decisions. 

Administers and directs the following functions of the Division : 

1. Priorities and directives.—This is action which may be taken if necessary to 
sustain the production and construction programs of the Department of Defense 
and the Atomic Energy Commission. Priority ratings direct the delivery of 
specified quantities of types, shapes, and sizes of the three controlled materials 
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and provide the means for giving preferential treatment to purchase orders, 
contracts, or other forms of procurement, if necessary. Directive assistance Is 
granted when delivery is required at an earlier date than that which can be 
satisfied by issuance of a priority rating. 

2 The mobilization readiness program.—The overall objective of this progrant 
is to develop a mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these re- 
sources Can support, with due consideration of the needs and contributions of the 
rest of the free world. This involves: (@) Studies and investigations, in col- 
laboration with other Government agencies and with industry, to determine the 
productive potential of industry to meet all-out mobilization requirements ; (b) 
identifi¢ation, where possible, of serious deficiencies in industrial capacity that 
will be needed in time of emergency; (c) recommendations for tax amortization 
and loans in connection with the expansion-of industrial capacity needed to meet 
current defense production goals as well as mobilization requirements (such ree- 
ommendations in every instance to be made by full-time career employees) ; and 
(d) maintaining and keeping up-to-date industrial information that would be 
essential in the event it is necessary in the future to impose production and/or 
materials controls on the economy for defense purposes. 

3. The postattack program.—tThis is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries and serving as a clearinghouse 
for ideas within the industries under the jurisdiction of the Division. It in- 
volves making suggestions for dispersion, deconcentration, and protective con 
struction ; for transfer of production to undamaged facilities; for development 
of duplicate sources of supply; and for accelerating restoration of damaged 
facilities. 

4. Stockpiling and conservation.—This involves making recommendations on 
policies and operations, based on knowledge of industrial capacity, production, 
consumption, and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

5. The Department's program to foster, promote, and develop United States 
industry and commerce.—This involves serving as the focal point for those indus 
tries within Government and advising the Administrator and the Secretary of 
Commerce on policies and actions for carrying out the Department’s program. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business programs at home and 
abroad ; developing plans to prevent and alleviate business recessions; proposing 
policies to promote business stability and progress; providing information, guid- 
ance, and judgments on industry affairs; and working closely with industry and 
industry associations in representing business in Government. It involves pro- 
viding information to business on production, sales, and inventories; developing, 
in collaboration with business and other Government agencies, statistical series 
adequate to meet requirements of both Government and business: assembling 
and distributing economic data useful to business in expanding markets at home 
and abroad ; publishing industry information useful to business and the general 
public; and representing and assisting industry in its relations with other 
departments and agencies of the Government. 

Supervision and guidance received 

The Director serves under the broad general direction of the Administrator 
and/or the Deputy Administrator. Coordinative guidance and staff leadership 
is available from the Assistant Administrator for the industry group. The Di 
rector is expected to exercise initiative and judgment in determining what 
projects should be undertaken, how they should be organized and the propriety of 
the work, Specific instructions with respect to the administration of the Division 
are seldom available. The guides are characteristically in the nature of legis- 
lation, budgetary limitations, and expressed or implied policies of the Agency. 
Mental demands 


The incumbent should have a broad industry background with intimate know]- 
edge of the problems of as many industries as possible. While many of the basic 
problems may be the same, the wide variation between industries and their 
manufacturing practices increases the complexity of proper direction and admin- 
istration of the Division’s functions. The policy of rotating Divison Directors 
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from different industries on a WOC basis makes it desirable to select men who are 
able to quickly grasp new concepts, limitations, and apply previous experience to 
entirely new and novel situations. The incumbent should also have the confi- 
dence and respect of the various industries assigned to this Division. 


Personnel work contacts 


The incumbent establishes and maintains continuing liaison with top executives 
of Government, industry, trade associations, and the technical and trade press for 
the electrical equipment industry. Personal contacts and the establishment of 
cooperative working relationships with top echelon industrialists is a primary 
responsibility of this position in the interest of protecting the economy of manu- 
facturing and construction industries. Contacts are for the purpose of keeping 
informed on the latest developments and trends in the electrical equipment indus- 
try field, providing assistance in the solution of problems, or gaining concurrence 
in proposed actions that are vital to the agencies’ programs. 


Exuisit B-4 
CourRTLANDT F. DENNEY, DIRECTOR, POWER EQUIPMENT DIVISION 


Allocation by: a. Civil Service Commission. Class, title or position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act and 
section 101 (a) of Executive Order 10647. 

b. Department, agency, or establishment: Director, Power Equipment. Class, 
series: WOC. 

ce. Bureau: Director, Power Equipment. Class, series: WOC. 

16. Description of duties and responsibilities (See Guide to Position Classifiers, 
Employees, and Supervisors for the Preparation of Position Descriptions, Stand- 
ard Form No. 775A): 


NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the Power Equipment Division is responsible for administering 
the Business and Defense Services program with special reference to boilers, 
turbines, and other power equipment. 

Duties 


The Director is responsible for establishing the organization as well as operat- 
ing plans, recommendations and procedures needed to achieve the objectives of 
the Division. Incumbent shall, when policy matters are involved, be limited to 
advising appropriate full-time salaried Government officials who are responsible 
for making policy decisions. 

Administers and directives the following functions of the Division: 

1. Priorities and directives.—This is action which may be taken if necessary 
to sustain the production and construction programs of the Department of De- 
fense and the Atomic Energy Commission. Priority ratings direct the delivery 
of specified quantities of types, shapes, and sizes of the three controlled materials 
and provide the means for giving preferential treatment to purchase orders, 
contracts, or other forms of procurement, if necessary. Directive assistance is 
granted when delivery is required at an earlier date than that which can be 
satisfied by issuance of a priority rating. 

2. The mobilization readiness program.—tThe overall objective of this program 
is to develop a mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these re- 
sources can support, with due consideration of the needs and contributions of the 
rest of the free world. This involves: (@) studies and investigations, in collabo- 
ration with other Government agencies and with industry, to determine the 
productive potential of industry to meet all-out mobilization requirements; (b) 
identification, where possible, of serious deficiencies in industrial capacity that 
will be needed in time of emergency; (c) recommendations for tax amortization 
and loans in connection with the expansion of industrial capacity needed to meet 
eurrent defense production goals as well as mobilization requirements (such 
recommendations in every instance to be made by full-time, career employees) ; 
and (d@) maintaining and keeping up to date industrial information that would 
be essential in the event it is necessary in the future to impose production and/or 
materials controls on the economy for defense purposes. 
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3. The post attack program.—This is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries and serving as a clearinghouse 
for ideas within the industries under the jurisdiction of the Division. It involves 
making suggestions for dispersion, deconcentration and protective construction ; 
for transfer of production to undamaged facilities ; for development of duplicate 
sources of supply, and for accelerating restoration of damaged facilities. 

4. Stockpiling and conservation.—This involves making recommendations on 
policies and operations, based on knowledge of industrial capacity, production, 
consumption, and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

5. The Department’s program to foster, promote, and develop United States 
industry and commerce.—This involves serving as the focal point for those in- 
dustries within Government and advising the Administrator and the Secretary 
of Commerce on policies and actions for carrying out the Department’s program 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business programs at home and 
abroad; developing plans to prevent and alleviate business recessions ; proposing 
policies to promote business stability and progress; providing information, guid- 
ance, and judgments on industry affairs; and working closely with industry 
and industry associations in representing business in Government. It involves 
providing information to business on productions, sales, and inventories; de- 
yeloping, in collaboration with business and other Government agencies, statis- 
tical series adequate to meet requirement of both Government and business; as- 
sembling and distributing economic data useful to business in expanding markets 
at home and abroad; publishing industry information useful to business and 
the general public; and representing and assisting industry in its relations with 
other departments and agencies of the Government. 


Supervision and guidance received 


The Director serves under the broad general direction of the Administrator 
and/or the Deputy Administrator. Coordinative guidance and staff leadership is 
available from the Assistant Administrator for the industry group. The Director 
is expected to exercise initiative and judgment in determining what projects 
should be undertaken, how they should be organized, and the propriety of the 
work. Specific instructions with respect to the administration of the Division 
are seldom available. The guides are characteristically in the nature of legisla- 
tion, budgetary limitations, and expressed or implied policies of the Agency. 


ental demands 


The incumbent should have a broad industry background with intimate knowl- 
edge of the problems of as many industries as possible. While many of the basic 
problems may be the same, the side variation between industries and their 
manufacturing practices increases the complexity of proper direction and ad- 
ministration of the Division’s functions. The policy of rotating Division Diree- 
tors from different industries on a WOC basis makes it desirable to select men 
vho are able to quickly grasp new concepts, limitations, and apply previous 
experience to entirely new and novel situations. The incumbent should also 
have the confidence and respect of the various industries assigned to this 
Division. 


Personal work contacts 


The incumbent establishes and maintains continuing liaison with top execu- 
tives of government, industry, trade associations, and the technical and trade 
press for the power-equipment industry. Personal contacts and the establish- 
ment of cooperative working relationships with top echelon industrialists is a 
primary responsibility of this position in the interest of protecting the economy of 
manufacturing and construction industries. Contacts are for the purpose of 
keeping informed on the latest developments and trends in the power-equipment- 
industry field, providing assistance in the solution of problems, or gaining con- 
currence in proposed actions that are vital to the agencies programs. 

Note.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other Division Director positions within BDSA 
‘llocated te Industry Specialist GS—1150-17. 
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Exursir B-5 
Wireur F. DuERINGER, Director, Power EQUIPMENT DIvIsION 


Allocation by: a. Civil Service Commission. Class title of position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act and 
section 101 (a) of Executive Order 10647. 

b. Department, agency, or establishment: Director, Power Equipment. Class, 
series: WOC. 

c. Bureau: Director, Power Equipment. Class, series: WOC. 

16. Description of duities and responsibilities (see Guide to Position Classifiers, 
Employees, and Supervisors for the Preparation of Position Description, Stand- 
ard Form No. 7T5A): 


NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the Power Equipment Division is responsible for administering 
the business and defense services program with special reference to boilers, tur- 
bines, and other power equipment. 


Duties 


The Director is responsible for establishing the organization as well as operat- 
ing plans, recommendations, and procedures needed to achieve the objectives of 
the Division. Incumbent shall, when policy matters are involved, be limited to 
advising appropriate full-time salaried Government officials who are responsible 
fer making policy decisions. 

Administers and directives the following functions of the Division: 

1. Priorities and directives.—This is action which may be taken if necessary 
to sustain the production and construction programs of the Department of De- 
fense and the Atomic Energy Commission. Priority ratings direct the delivery of 
specified quantities of types, shapes, and sizes of the three controlled materials 
and provide the means for giving preferential treatment to purchase orders, con- 
tracts, or other forms of procurement, if necessary. Directive assistance is 
granted when delivery is required at an earlier date than that which can be 
satisfied by issuance of a priority rating. 

2. The mobilization readiness program.—The overall objective of this program 
is to develop a mobilization plan that lies within the Nation’s material and physi- 
cal resources and generates the maximum military power that these resources can 
support, with due consideration of the needs and contributions of the rest of the 
free world. This involves: (@) studies and investigations, in collaboration with 
other Government agencies and with industry, to determine the productive poten- 
tial of industry to meet all-out mobilization requirements; (b) identification, 
where possible, of serious deficiencies in industrial capacity that will be needeed 
in time of emergency; (c) recommendations for tax amortization and loans in 
connection with the expansion of industrial capacity needed to meet current 
defense production goals as weli as mobilization requirements (such recom- 
mendations in every instance to be made by full-time, career employees) ; and 
(d@) maintaining and keeping up to date industrial information that would be 
essential in the event it is necessary in the future to impose production and/or 
materials controls on the economy for defense purposes. 

3. The postattack program.—This is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which shouid be taken 
with especially critical and vulnerable industries and serving as a clearing house 
for ideas within the industries under the jurisdiction of the Division. It involves 
making suggestions for dispersion, deconcentration, and protective construction ; 
for transfer of production to undamaged facilities ; for development of duplicate 
sources of supply, and for accelerating restoration of damaged facilities. 

4. Stockpiling and conservation.—This involves making recommendations on 
policies and operations, based on knowledge of industrial capacity, production, 
consumption, and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

5. The Department’s program. to foster, promote, and develop United States in- 
dustry and commerce.—This involves serving as the focal point for those indus- 
tries within Government and advising the Administrator and the Secretary of 
Commerce on policies and actions for carrying out the Department's program. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business programs at home and 
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abroad ; developing plans to prevent and alleviate business recessions; proposing 
policies to promote business stability and progress; providing information, guid- 
ance, and judgments on industry affairs; and working closely with industry and 
industry associations in representing business in Government. It involves pro- 
viding information to business on productions, sales, and inventories; developing 
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d in collaboration with business and other Government agencies, statistical series 
adequate to meet requirements of both Government and business; assembling 
Ss, and distributing economic data useful to business in expanding markets at home 
and abroad ; publishing industry information useful to business and the general 
public ; and representing and assisting industry in its relations with other depart- 
8, - ments and agencies of the Government. 
ry 
. | Supervision and guidance received 
E The Director serves under the broad general direction of the Administrator 
' and/or the Deputy Administrator. Coordinative guidance and staff leadership 
~ E} is available from the Assistant Administrator for the industry group. The 
Py Director is expected to exercise initiative and judgment in determining what 
» projects should be undertaken, how they should be organized and the propriety 
' of the work. Specific instructions with respect to the administration of the 
; Division are seldom available. The guides are characteristically in the nature 
a of legislation, budgetary limitations, and expressed or implied policies of the 
f C agency. 
ey 
. F Vental demands 
g The incumbent should have a broad industry background with intimate knowl- 
3 edge of the problems of as many industries as possible. While many of the basic 
. problems may be the same, the side variation between industries and their manu- 
‘ ; facturing practices increases the complexity of proper direction and administra- 
. ‘$ tion of the Division’s functions. The policy of rotating division directors from 





different industries on a WOC basis makes it desirable to select men who are 
able to quickly grasp new concepts, limitations, and apply previous experience © 
to entirely new and novel situations. The incumbent should also have the confi- 
dence and respect of the various industries assigned to this Division. 







Personal work contacts 


The incumbent establishes and maintains continuing liaison with top executives 

of Government, industry, trade associations, and the technical and trade press 

cs for the power-equipment industry. Personal contacts and the establishment of 

ae cooperative working relationships with top echelon industrialists is a primary 

: responsibility of this position in the interest of protectng the economy of manu- 

facturing and construction industries. Contacts are for the purpose of keeping 

informed on the latest developments and trends in the power-equipment industry 

' field, providing assistance in the solution of problems, or gaining concurrence in 
ES proposed actions that are vital to the agencies programs. 

c Note.—This WOC position is in lieu of a full-time Classification Act position 

) which would be comparable to other division-director positions within BDSA 

allocated to industry specialist GS—1150-17. 


















ExuHrsir B-6 


Wri1iAM J. EDMUNDS, Jr., DirecTOR, ALUMINUM AND MAGNESIUM Dtvision 





Allocation by: (a) Civil Service Commission. Class title of position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act and 
section 101 (a) of Executive Order 10647. 

(6) Department, agency, or establishment: Director, Aluminum and Mag- 
nesium Division. Class, series: WOC. 

“an Bureau: Director, Aluminum and Magnesium Division. Class, series: 

Joc, 





LAS Lesion 










NATURE AND PURPOSE OF WORK 
Introduction 

i The Director of the Aluminum and Magnesium Division is responsible for 
administering the Business and Defense Services Administration program with 
special reference to aluminum and aluminum products and magesium. 
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Duties 


The Director is responsible for establishing the organization as well as 
operating plans, recommendations, and procedures needed to achieve the objec- 
tives of the Division. Incumbent shall, when policy matters are involved, be 
limited to advising appropriate full-time salaried Government officials who are 
responsible for making policy decisions. 

Administers and directs the following functions of the Division: 

1. Priorities and directives.—This is action which may be taken, if neces. 
sary, to sustain the production and construction programs of the Department 
of Defense and the Atomic Energy Commission. Priority ratings direct the de- 
livery of specified quantities of types, shapes, and sizes of critical materials and 
provide the means for giving preferential treatment to purchase orders, con- 
tracts, or other forms of procurement if necessary. Directive assistance js 
granted when delivery is required at an earlier date than that which can be 
otherwise satisfied. 

2. Administration of the defense materials system for aluminum.—This is 
a control system for assuring that the production and construction schedules 
of the Department of Defense and the Atomic Energy Commission remain on 
schedule and a system for spreading the military production impact equitably 
over affected industries. Under this system the Division is responsible for the 
issuance (through M-5A, Materials Order for Aluminum) of set-asides and 
directives on the production of sp citied quantities of shapes and forms of alu- 
minum to meet defense requirements. This involves prescribing for each mill 
for each month, the tonnage of each shape to be reserved for military and Atomic 
Energy Commission orders. DMS also involves the issuance of priorities and 
directives, wherever such may be needed and requested by the Military Estab- 
lishment and Atomic Energy Commission, to insure that production and de- 
livery of military and Atomic Energy Commission requirements are met on 
schedule. 

3. The mobilization readiness program.—The overall cbjective of this pro- 
gram is to develop a mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these 
resources can support, with due consideration of the needs and contributions 
of the rest of the free world. This involves: (a) Studies and investigations, in 
collaboration with other Government agencies and with industry, to determine 
the productive potential of industry to meet all-out mobilization requirements; 
(b) identifications, where possible, of serious deficiencies in industrial capacity 
that wiil be needed in time of emergency; (c) recommendations for tax amorti- 
zation and loans in connection with the expansion of industrial capacity needed 
to meet current defense production goals as well as mobilization requirements 
(such recommendations in every instance to be made by full-tisne, career 
employees) ; and (d) maintaining and keeping up-to-date industrial information 
that would be essential in the event it is necessary in the future to impose pro- 
duction and/or materials controls on the economy for defense purposes. 

4. The post-attack program.—This is a program for assisting Industry Ad- 
visory Committees and other groups of industrial leaders in the development of 
post-attack plans. It involves pointing up specific measures which should be 
taken with especially critical and vulnerable industries, and serving as a clear- 
ing house for ideas within the industries under the jurisdiction of the Division. 
It involves making suggestions for dispersion, deconcentration, and protective 
construction; for transfer of production to undamaged facilities; for develop- 
ment of duplicate sources of supply ; and for accelerating restoration of damaged 
facilities. 

5. Stockpiling and conservation—This involves making recommendations 
on policies and operations based on knowledge of industrial capacity, production, 
consumption, and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on de- 
fense and civilian production and the stability of the industry. 

6. The Department’s program designed to foster, promote, and develop United 
States industry and commerce.—This involves serving as the focal point for those 
industries within Government and advising the Administrator and the Secretary 
of Commerce on policies and actions for carrying out the Department’s program. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business progress at home and 
abroad ; developing plans to prevent and alleviate business recessions ; proposing 
policies to promote business stability and progress ; providing information, guid- 
ance, and judgments on industry affairs and working closely with industry and 
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industry associations in representing business in Government. It involves pro- 
viding information to business on production, sales, and inventories; developing, 
in collaboration with business and other Government agencies, statistical series 
adequate to meet requirements of both Government and business; assembling 
and distributing economic data useful to business in expanding markets at home 
and abroad; publishing information useful to business and the general public; 
and representing the assisting industry in its relations with other departments 
and agencies of the Government. 


Supervision and guidance received 


The Director of the Aluminum and Magnesium Division serves under the broad 
general direction of the Administrator and/or the Deputy Administrator. Co- 
ordinative guidance and staff leadership is available from the Assistant Admin- 
istrator for the industry group. The Director is expected to exercise initiative 
and judgment in determining what projects should be undertaken, how they 
should be organized, and propriety of the work. Specific instructions with re- 
spect to the administration of the Division are seldom available. The guides 
are characteristically in the nature of legislation, budgetary limitations, and 
expressed or implied policies of the agency. 

Personal work contacts 


Contacts are established and continuing liaison maintained with top officials 
of Government and industry. _Contacts are for the purpose of persuading them 
to provide assistance in the solution of problems, or gaining their concurrence 
in proposed actions that are vital and important to the defense program. 

Note.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other deputy director positions within BDSA 
allocated to industrial specialist, CS—1150-16. 


Exnuisit B-7 
George A. Fow tes, Director, CHEMICAL AND RugBer Drviston 


Allocation by: (a) Civil Service Commission. Class title of position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act of 1950, 
as extended, and section 101 (a) of Executive Order 10647. 

(b) Department, agency, or establishment: Director, Chemical and Rubber 
Division. Class series: WOC. 

(ec) Bureau: Director, Chemical and Rubber Division. Class series: WOC. 

16. Description of duties and responsibilities (See Guide to Position Classifiers, 
Employees, and Supervisors for the Preparation of Position Descriptions, Stand- 
ard Form No. 75A) : 


NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the Chemical and Rubber Division is responsible for administer- 
ing the BDSA programs which pertain to chemicals and rubber. 


Duties 


The Director is responsible for establishing the organization as well as operating 
plans, recommendations, and procedures needed to achieve the objectives of the 
Division. Incumbent shall, when policy matters are involved, be limited to advis- 
ing appropriate full-time salaried Government officials who are responsible for 
making policy decisions. 

Administers and directs the following functions of the Division: 

1. Priorities and directives.—This is action which may be taken if necessary 
to sustain the production and construction programs of the Department of 
Defense and the Atomic Energy Commission. Priority ratings direct the delivery 
of specified quantities of types, shapes, and sizes of the three controlled materials 
and provide the means for giving preferential treatment to purchase orders, con- 
tracts, or other forms of procurement, if necessary. Directive assistance is 
granted when delivery is required at an earlier date than that which can be 
satisfied by issuance of a priority rating. 

2. The mobilization readiness program.—The overall objective of this program 
is to develop a mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these re- 
sources can support, with due consideration of the needs and contributions of the 
rest of the free world. This involves: (a) studies and investigations, in collabor- 





168 DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 


ation with other Government agencies and with industry, to determine the produc- 
tive potential of industry to meet all-out mobilization requirements; (b) identi- 
fication, where possible, of serious deficiencies in industrial capacity that will be 
needed in time of emergency; (c) recommendations for tax amortization an 
loans in connection with the expansion of industrial capacity needed to meet 
current defense production goals as well as mobilization requirements (such 
recommendations in every instance to be made by full-time, career employees: - 
and (d) maintaining and keeping up to date industrial information that would 
be essential in the event it is necessary in the future to impose production and /mr 
materials controls on the economy for defense purposes. 

53. The postattack program.—This is a program for assisting Industry Advisory 
Committees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries and serving as a clearing- 
house for ideas within the industries under the jurisdiction of the Division. 
It involves making suggestions for dispersion, deconcentration, and protective 
construction ; for transfer of production to undamaged facilities; for develop- 
ment of duplicate sources of supply; and for accelerating restoration of damaged 
facilities. 

4. Stockpiling and conservation.—This involves making recommendations on 
policies and operations, based on knowledge of industrial capacity, production, 
consumption, and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

5. The Department's program designed to foster, promote, and develop United 
States industry and commerce.—This involves serving as the focal point for these 
industries within Government and advising the Administrator and the Secretary 
of Commerce on policies and actions for carrying out the Department’s programs. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business progress at home and 
abroad ; developing plans to prevent and alleviate business recessions ; proposing 
policies to promote business stability and progress; providing information, guid- 
ance and judgments on industry affairs, and working closely with industry and 
industry associations in representing business in Goverment. It involves provid- 
ing information to business on production, sales, and inventories ; developing in 
conjunction with business and other Government agencies statistical series ade- 
quate to meet requirements of both Government and business; assembling and 
distributing economic data useful to business in expanding markets at home and 
abroad; publishing information useful to business and the general public; and 
representing and assisting industry in its relations with other departments and 
agencies of the Government. 

6. Special provisions for continuation of collection of rubber statistics —The 
collection of monthly statistics of the United States rubber supply-demand, by 
type of rubber, authorized by the Bureau of the Budget (with the May 4, 1955, 
termination of the Rubber Act of 1948, as amended) under the authority of section 
10 of the Rubber Producing Facilities Disposal Act of 1953, are compiled and 
published for the guidance of the Government and private business. 


Scope and effect of work 


The Chemical and Rubber Division serves the important field of chemicals, 
natural and synthetie rubber, and products made from these, including such 
essential items as pharmaceuticals, fertilizers, paints, plastic materials, tires 
and tubes, mechanical and medical rubber goods. 

In 1950, shipments of the chemical and allied products industries amounted 
to approximately $16 billion and of rubber and rubber products approximatel) 
$5 billion. In 1952, the estimated sales of the chemical industry were approxi- 
mately $18.5 billion, while those for the rubber industry approximated $5.5 
billion. 

Expansions to meet increased defense needs and growing civilian demand 
planned for the period 1951 through 1955 amount to approximately $6 billion 
for the chemical industry and $1 billion for the rubber industry. Of these 
expansions, approximately $3 billion for chemicals and $115 million for rubber 
were aided by accelerated tax amortization. During the current emergency the 
chemical industry’s expansion is estimated as 55 percent over the 1950 period. 


Supervision and guidance received 


The Director serves under the broad general direction of the BDSA Admin- 
istrator. The Director is expected to exercise initiative and judgment in deter- 
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mining what projects should be undertaken, how they should be organized, and 
the propriety of the work. Specific instructions with respect to his work are 
seldom received. His guides are legislation, budget limitations and express or 
implied policies of the Agency. 


Personal work contacts 


Contaets are established and continuing liaison maintained with top officials 
of the Government and the industry. The conjacts are for the purpose of 
persuading them to provide assistance in the solution of problems or gaining 
their concurrence in proposed actions that are.vital and important to the Agency’s 
programs. 


Job requirements 


It is prerequisite to the performance of the duties of this position that the 
incumbent have, in addition to a sound background of technical training, a recency 
of industrial experience which will enable him to deal effectively with industry 
in connection with the latest developments in chemical terminology, production 
methods, and distribution practices, which have undergone sweeping changes in 
recent years. 

Nore.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other Division Director positions within BDSA 
allocated to industrial specialist GS—1150-17. 


Exuisir B-8 


Lours F. FrazzA, DrrecTor, WATER AND SEWERAGE INDUSTRY AND UTILITIES 
DIVISION 


b. Department, agency, or establishment: Director, Water and Sewerage In- 
dustry and Utilities Division. Class, series: WOC. 

ec. Bureau: Director, Water and Sewerage Industry and Utilities Division. 
Class, series: WOC. 

16. Description of duties and responsibilities (see Guide to Position Classifiers, 
Employees, and Supervisors for the Preparation of Position Descriptions, Stand- 
ard Form No. 775A): 


NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the Water and Sewerage Industry and Utilities Division is 
responsible for administering the Business and Defense Services Administra- 
tion program with special reference to ground and surface water supply, trans- 
inission, pumping, treatment, storage, and distribution for domestic and indus- 
trial use; and domestic and industrial liquid wastes (sewage collection, trans- 
mission, pumping, treatment, and disposal). 


Duties 


The Director is responsible for establishing the program and operating plans, 
recommendations, and procedures needed to achieve the objectives of the Divi- 
sion. Incumbent shall be limited, when policy matters are involved, to advising 
appropriate full-time salaries Government officials who are responsible for 
making policy decisions, 

Administers and directs the following functions of the Division: 

1. Priorities and directives.—This refers to action which may be taken, ‘if 
necessary, to sustain the production and construction programs of the Depart- 
ment of Defense and the Atomic Energy Commission. Priority ratings direct 
the delivery of specified quantities of types, shapes, and sizes of the three con- 
trolled materials and provide the means for giving preferential treatment to 
purchase orders, contracts, or other forms of procurement if necessary. Direc- 
tive assistance is granted when delivery is required at an earlier date than that 
which can be otherwise satisfied. 

2. Participation in the defense materials system.—This is a control system for 
assuring that the production and construction schedules of the Department of 
Defense and the Atomic Energy Commission remain on schedule and a system 
for spreading the military production impact equitably over affected industries. 
Under this system the Division is responsible for making recommendations on 
necessity for expansion of water and sewerage facilities for direct service to 
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military establishments, and recommendations on the need for special assistance 
for the procurement of particular items of materials and equipment for water 
and sewerage facilities when owned and operated by the military, or nonmilitary 
when in direct support of the military. 

3. The mobilization readiness program.—The overall objective of this program 
is to develop a mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these 
resources can support, with dye consideration of the needs and contributions of 
the rest of the free world. This involves: (@) studies and investigations, in 
collaboration with other Government agencies and with industry, to determine 
the productive potential of industry to meet all-out mobilization requirements; 
(b) identification, where possible, of serious deficiencies in industrial. capacity 
that will be needed in time of emergency; (c) recommendations for tax amorti- 
zation and loans in connection with the expansion of industrial capacity needed 
to meet current defense production goals as well as mobilization requirements 
(such recommendations in every instance to be made by full-time, career em- 
ployees) ; and (d) maintaining and keeping up to date industrial information 
that would be essential in the event it is necessary in the future to impose pro- 
duction and/or materials controls on the economy for defense purposes. 

4. The postattack program.—This is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries, and serving as a clearinghouse 
for ideas within the industries under the jurisdiction of the Division. It involves 
making suggestions for dispersion, deconcentration, and protective construction ; 
for transfer of production to undamaged facilities ; for development of duplicate 
sources of supply; and for accelerating restoration of damaged facilities. 

5. Stockpiling and conservation.—This involves making recommendations on 
policies and operations based on knowledge of industrial capacity, production, 
consumption, and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

6. The Department's program designed to foster, promote, and develop United 
States industry and commerce.—This involves serving as the focal point for those 
industries in Government and advising the Administrator and the Secretary of 
Commerce on policies and actions for carrying out the Department’s program. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business progress at home and 
abroad ; developing plans to prevent and alleviate business recessions; proposing 
policies to promote business stability and progress; providing information, guid- 
ance, and judgments on industry affairs, and working closely with industry and 
industry associations in representing business in Government. It involves pro- 
viding information to business on production, sales, and inventories; developing, 
in collaboration with business and other Government agencies, statistical series 
adequate to meet requirements of both Government and business; assembling 
and distributing economic data useful to business in expanding markets at home 
and abroad; publishing information useful to business and the general public: 


and representing the assisting industry in its relations with other Departments 
and agencies of the Government. 


Supervision and guidance received 


The Director of the Water and Sewerage Industry and Utilities Division serves 
under the broad general direction of the Administrator and/or the Deputy Admin- 
istrator. Coordinative guidance and staff leadership is available from the Assist- 
ant Administrator for the industry group. The Director is expected to exercise 
initiative and judgment in determining which projects should be undertaken, how 
they should be organized, and the propriety of the work. Specific instructions 
with respect to the administration of the Division are seldom available. The 


guides are characteristically in the nature of legislation, budgetary limitations, 
and expressed or implied policies of the agency. 


Personal work contacts 


Contacts are established and continuing liaison maintained with top officials 
of Government and industry. Contacts are for the purpose of persuading them 
to provide assistance in the solution of problems or gaining their concurrence in 
proposed actions that are vital and important to the defense program. 
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scope and effect of work 


United States industrial and metropolitan growth has been based upon the 
economic availability of water. The war-important industries are more espe- 
cially heavy users of water, as illustrated by an increase in industrial water usage 

f about 20 percent at the peak of World War II as compared with 1940. Unlike 
other key industries and utilities which through a few large companies represent 
the major production of the United States, this field is composed of a large 
number of small companies, including some 28,747 waterworks and sewerage 
utilities and some 12,000 privately owned waterworks. The present investment 
in water-supply facilities, including municipal and industrial, is in the neigh- 
porhood of $25 billion ; liquid waste disposal facilities, municipal and industrial, 
represent a capital investment of over $15 billion. New developments, industrial 
and residential, have quadrupled the use of water since 1900, during which period 
our population doubled: - Thus, this industry has a heavy annual claim against 
the total steel and copper supply of the Nation. 


Exutisit B-9 


Lewis T. Gripes, CHIEF, CARBON AND ALLOY SEMIFINISHED RatIL, STRUCTURAL, 
BARS, WIRE, AND ForGINGS BRANCH, IRON AND STEEL DIVISION 


Allocation by: a. Civil Service Commission. Class title or position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act of 1950 
and section 101 (a) of Executive Order 10647. 

b. Department, agency, or establishment: Chief, Carbon and Alloy 


Semi- 
finished, Rail, Structural, Bars, Wire, and Forgings Branch. Class, series: 
woc, 


c. Bureau: Chief, Carbon and Alloy Semifinished, Rail, Structural, Bars, 
Wire, and Forgings Branch. Class, series: WOC. 

d. Field office: Duties and responsibilities comparable to those established 
under the Classification Act of 1949. 


16. Deseription of duties and responsibilities (see Guide to Position Classifiers, 


Hmployees, and Supervisors for the Preparation of Position Descriptions, Stand- 
ard Form No. 75A) : 


NATURE AND PURPOSE OF WORK 
Introduction 
The Iron and Steel Division of BDSA is responsible for : 
1. Defense Production Activities : 
a. Administration of defense materials system. 
b. Raw materials and refractories. 
ec. Facilities and construction. 
d. Maintenance, repair, and operating supplies. 
e. Recommendations on tax amortization and loans. 
f. Reeommendations on expansion goals. 
g. Recommendations on stockpiling and conservation. 
2. Mobilization preparedness activities : 
a. Develop information on supply and demand for materials and products 
under its jurisdiction. 
b. Develop appropriate orders and regulations covering control of steel 
production and conservation of scarce materials. 
c. Identify postattack problems and develop plans for correction of undue 
concentration, protection from enemy attack, and use of alternative sources. 
8. Business service activities : 
a. Interagency. 
b. Congressional. 
ec. Public. 
d. Foreign trade. 
e. Domestic trade. 
The incumbent serves as Chief of the Carbon and Alloy Semifinishe:!, Rail, 
Structural, Bar, Wire and Forgings Branch, which is responsible for: 
1. Administration of Defense Materials System, which requires : 
a. Establishment of a monthly set-aside of each steel-mill product, by 


grade, sufficient to meet the needs of Defense Department and Atomic Energy 
Commission programs. 
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b. Distribution of this load among the various producers on a generally 
fair and equitable basis. 
c. Initiation of spot directives, if special action is necessary. 
2. Develop information on potential stpply of any product, if stated require. 
ments for complete mobilization indicate a probable shortage. 

3. Maintain active liaison with appropriate Government agencies and indi- 
vidual steel producers. 

4. Maintain the nucleus of an organization capable of being rapidly expanded 
in case of emergency. 

Incumbent shall, when policy matters are involved, be limited to advising 
appropriate full-time salaries Government officials who are responsible for making 
policy decisions. 

Duties 


The incumbent assumes the responsibility, direction, and supervision of four 
industrial specialists (iron and steel) and a secretary in handling the following 
steel products, both carbon and alloy: Semifinished; bars, hot rolled and cold 
drawn; reinforcing bars; shell steel—billets and bars; wire and wire products; 
forgings ; structural shapes ; and rails and accessories. 

The primary duties of the incumbent are: 

1. Act in an advisory capacity to the Production Directive Committe and aid 
them in the regulation of production of the above listed products with the steel 
industry through the medium of production directives. 

2. Initiate allocation directives for further converter producers for : 

a. Nonintegrated cold drawers producing cold finished bars. 
b. Nonintegrated tube manufacturers. 

c. Nonintegrated pipe manufacturers. 

d. Nonintegrated rolling mills. 

3. Review and recommend for approval or denial spot directive requests from 
all claimant agencies where above products are involved. 

4. An important responsibility of the Branch is the processing of form No. 148, 
which was sponsored by the Administrator of HDSA as a means of assisting 
holders of Government orders in placing their requirements with the mills. This 
requires much time and consideration in analysis of each case by product, by 
grade, by geographical area, both production and consumption, and must be 
related to the overall supply problem for all products handled by this Branch. 

5. Expedite and assist on urgent Department of Defense and AEC problems 
and assist other Division of BDSA to obtain the above products for programed 
requirements. 

6. Continually investigate new sources of supply for our products. For exam- 
ple, we are now making an extremely important study urgently requested by the 
ODM on the availability of quality bars 1% inches in diameter and larger which 
are in critical short supply and are being used in large quantities by the Depart- 
ment of Defense. 

7. Serves as Government presiding officer at Industry Advisory Committee 
meetings to represent the above products, except forgings. 

8. Attend staff meetings, claimant agency meetings, ODM and BDSA division 
meetings where necessary. 

9. The Chief of this Branch is responsible for the supervision of the Branch’s 
personnel in such a manner as to promote the most efficient operation of each 
individual and of the Branch as a whole. Inefficiency and other major personnel 
problems are to be discussed with the Director. 


Supervision and guidance received 


The incumbent receives general supervision and guidance from the Office of 
the Director. He is given wide latitude for the exercise of independent judgment 
in performing his duties. 

Personal work contacts 


Numerous contacts are made daily with operating executives of steel-producing 
and steel-consuming industries and high-ranking Government officials. The in- 
cumbent attends committee meetings with ODM, Department of Defense, and 
industry advisory groups, and acts as Government presiding officer where 
appropriate. 

Scope and effect of work 


This Branch handles and is responsible for all products listed in section B 
above covering a broad field of iron and steel industry production 
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The Chief is responsible for the review of all BDSA 100 forms monthly, and 
the recording of pertinent information listed and submitted thereby from individ- 
ual steel producers as they relate to above-mentioned products. 

Job requirements 

The incumbent of this position must have recent broad and progressively 
responsible experience in the iron and steel industry in the field of one or more 
products for which the Branch is responsible such as would be obtained only 
in a high-level position in the iron and steel and related industries. Such expe- 
rience must have provided an intimate knowledge of production, distribution, 
technological developments as applied to various facilities. He must be 
acquainted with the interchangeability of production facilities of a very com- 
plex industry. Such knowledge will permit him to intelligently handle problems 
that arise, such as making appropriate recommendations with respect to set- 
asides for items in short supply, in accordance with statutory limitations on his 
authority. 

Note.—This position is in lieu of a full-time classification position which would 


be comparable to other commodity-industry analyst positions within BDSA allo- 
cated to GS—1151-15. 


ExHIBiIT B-10 
LAWRENCE J. HALDERMAN, DIRECTOR, GENERAL COMPONENTS DIVISION 


b. Department, agency, or establishment: Director, General Components Divi- 
sion. Class, series: WOC, 

c. Bureau: Director, General Components Division. Class, series: WOC. 

16. Description of duties and responsibilities (see Guide to Position Classi- 


fiers, Employees, and Supervisors for the Preparation of Position Descriptions, 
Standard Form No. 75A.): 


NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the General Components Division is responsible for admin- 
istering the Business and Defense Services program pertaining to such compo- 
nents as valves, antifriction bearings, industrial fastener, hand tools, industrial 
specialties, mechanical power transmission equipment—including gears, torque 
converters, clutches, etc. 


Duties 


The Director is responsible for establishing the organization as well as oper- 
ating plans, recommendations and procedures needed to achieve the objectives 
of the Division. Incumbent shall, when policy matters are involved, be limited 
to advising appropriate full-time salaried Government officials who are respon- 
sible for making policy decisions. 

Administers and directs the following functions of the Division: 

1. Priorities and directives—This is action which may be taken if necessary 
to sustain the production and construction programs of the Department of De- 
fense and the Atomic Energy Commission. Priority ratings direct the delivery 
of specified quantities of types, shapes. and sizes of controlled materials and 
provide the means for giving preferential treatment to purchase orders, con- 
tracts, or other forms of procurement, if necessary. Directive assistance is 
granted when delivery is required at an earlier date than that which can be satis- 
fied by issuance of a priority rating. 

2. The mobilization readiness program.—tThe overall objective of this program 
is to develop a. mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these re- 
sources can support, with due consideration of the needs and contributions of 
the rest of the free world. This involves: (a) studies and investigations, in 
collaboration with other Government agencies and with industry to determine 
the productive potential of industry to meet all-out mobilization requirements ; 
(b) identification, where possible, of serious deficiencies in industrial capacity 
that will be needed in time of emergency; (c) recommendations for tax amorti- 
zation and loans in connection with the expansion of industrial capacity needed 
to meet current defense production goals as well as mobilization requirements 
(such recommendations in every instance to be made by full-time, career em- 
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ployees); and (d) maintaining and keeping up-to-date industrial information 
that would be essential in the event it is necessary in the future to impose pro- 
duction and/or materials controls on the economy for defense purposes. 

3. The postattack program.—This is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries and serving as a clearinghouse 
for ideas within the industries under the jurisdiction of the Division. It in- 
volves making suggestions for dispersion, deconcentration and protective con- 
struction; for transfer of production to undamaged facilities; for development 
of duplicate sources of supply, and for accelerating restoration of damaged fa- 
cilities. 

4. Stockpiling and conservation.—This involves making recommendations on 
policies and operations, based on knowledge of industrial capacity, production, 
consumption and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

5. The Department’s program to foster, promote, and develop United States 
industry and commerce.—This involves serving as the focal point for these in- 
dustries within Government and advising the Administrator and the Secretary 
of Commerce on policies and actions for carrying out the Department’s program. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business programs at home and 
abroad; developing plans to prevent and alleviate business recessions; pro- 
posing policies to promote business stability and progress ; providing information, 
guidance, and judgments on industry affairs; and working closely with industry 
and industry associations in representing business in Government. It involves 
providing information to business on productions, sales, and inventories; de- 
veloping, in collaboration with business and other Government agencies, sta- 
tistical series adequate to meet requirements of both Government and business: 
assembling and distributing economic data useful to business in expanding mar- 
kets at home and abroad; publishing industry information useful to business 
and the general public; and representing and assisting industry in its relations 
with other departments and agencies of the Government. 


Exutisit B-11 
JEORGE IRELAND, DIRECTOR, COMMUNICATIONS EQUIPMENT DIVISION 


Allocation by: a. Civil Service Commission. Class title of position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act and 
section 101 (a) of Executive Order 10647. 

b. Department, agency, or establishment: Director, Communications Division. 
Class, series: WOC. 

e. Bureau: Director, Communications Division. Class, series: WOC. 

16. Description of duties and responsibilities (See Guide to Position Classi- 


fiers, Employees, and Supervisers for the Preparation of Position Descriptions, 
Standard Form No. 75A): 


NATURE AND PURPOSE OF WORK 


Introduction 


The Director of the Communications Division is responsible for administering 
the Business and Defense Services programs as they pertain to the communica- 
tions manufacturing, and operating industries (including radio, telephone and 
telegraph industries). . 

Duties 


The Director is responsible for establishing the organization as well as op- 
erating plans, recommendations, and procedures needed to achieve the objectives 
of the Division. Incumbent shall, when policy matters are involved, be limited 
to advising appropriate full-time salaried Government officials who are responsible 
for making policy decisions. 

Administers and directs the following functions of the Division: 

1. Priorities and directives.—This is action which may be taken if necessary 
to sustain the production and construction programs of the Department of 
Defense and the Atomic Energy Commission. Priority ratings direct the de- 
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ivery of specified quantities of types, shapes and sizes of the three controlled 
iterials and provide for means to give preferential treatment to purchase 
rders, contracts, or other forms of procurement, if necessary. Directive assist- 
ince is granted when delivery is required at an earlier date than that which 

n be satisfied by issuance of a priority rating. 

2. The mobilization readiness programs.—The overall objective of this pro- 
cram is to develop a mobilization plan that lies within the Nation’s material and 
juysical resources and generates the maximum military power that these re- 

urces Can Support, with due consideration of the needs and contributions of 
the rest of the free world, This involved: (a) studies and investigations, in 
collaboration with other Government agencies and with industry, to determine 
the productive potential of industry to meet all-out mobilization requirements; 

b) identification, where possible, of serious deficiencies in industrial capacity 
that will be needed in time of emergency ; (c) recommendations for tax amortiza- 
tion and loans in connection with the expansion of industrial capacity needed to 

et current defense production goals as well as mobilization requirements 
such recommendations in every instance to be made by full-time, career 
employees) ; and (d) maintaining and keeping up-to-date industrial information 
that would be essential in the event it is necessary in the future to impose pro- 
duction and/or materials controls on the economy for defense purposes. 

3. The postattack program.—This is a program for assisting industry advisory 
mmittees and other groups of industrial leaders in the development of post- 
ttack plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries and serving as a clearinghouse 
for ideas within the industries under the jurisdiction of the Division. It involves 
making suggestions for dispersion, deconcentration and protective construction ; 
for transfer of production to undamaged facilities ; for development of duplicate 
sources Of supply; and for accelerating restoration of damaged facilities. 

4. Stockpiling ana conservation.—This involves making recommendations on 
policies and operations, based on knowledge of industrial capacity, production, 
onsumption and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

5. The Department's program designed to foster, promote and develop United 
\tates industry and commerce.—This involves serving as the focal point for those 
industries within Government and advising the Administrator and the Secre- 
tary of Commerce on policies and actions for carrying out the Department’s 
programs. It involves participating with industry in advocating national eco- 
nomic policies designed to promote industrial expansion and business pro- 
grams at home and abroad; developing plans to prevent and alleviate business 
recessions; proposing policies to promote business stability and progress; pro- 
iding information, guidance and judgments on industry affairs and working 
closely with industry and industry associations in representing business in 
Government. It involves providing information to business on production, sales 
and inventories ; developing in collaboration with business and other Government 
agencies, statistical series adequate to meet requirements of both Government 
and business; assembling and distributing economic data useful to business and 
the general public; and representing’ and assisting industry in its relations with 
other departments and agencies of the Government. 


Supervision and guidance received 


The Director serves under the broad general direction of the Administrator 
and/or the Deputy Administrator. Coordinative guidance and staff leadership 
is available from the Assistant Administrator for the industry group. The 
Director is expected to exercise initiative: and judgment in determining what 
projects should be undertaken, how they should be organized, and the propriety 
of the work. Specific instructions with respect to the administration of the 
Division are seldom available. The guides are characteristically in the nature 
of legislation, budgetary limitations, and expressed or implied policies of the 
agency. 

Personal work contacts 


Contacts are established and continuing liaison maintained with top officials 
of the Government and the industry. Contacts are for the purpose of persuading 
them to provide assistance in the solution of problems or gaining their concur- 
rence in proposed actions that are vital and important to the defense program. 
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Nore.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other division director positions within BDSA 
allocated to industry specialist GS—1150-17. 


ExuHisir B-12 
WitiiAmM J. Jones, Director, AUTOMOTIVE DIVISION 


Allocation by: a. Civil Service Commission. Class title of position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act of 1950 
and section 101 (a) of Executive Order 10182. 

b. Department, agency, or establishment: Director, Automotive Division, 
Class, series: WOC. 

16. Description of duties and responsibilities (see Guide to Position Classifiers, 
Employees, and Supervisors for the Preparation of Position Descriptions, Stand- 
ard Form No. 7T5A) : 


Introduction 


The Director of the Automotive Division directs the performance of all de 
fense functions of the agency that pertain to the automotive industry area which 
includes automotive equipment, materials, products, and accessories, a $20 billion 
industry. 


Duties 


The Director is responsible for the administration and direction of the follow- 
ing defense activities of the agency as they pertain to the automotive industry. 
Incumbent shall, when policy matters are involved, be limited to advising appro- 
priate full-time salaried Government officials who are responsible for making 
policy decisions. 

1. Defense materials system.—This system is designed to provide assured and 
prompt fulfillment of all military and AKC production and construction require- 
ments. It operates through the techniques of authorized control material orders, 
priorities and directives. ACM orders apply to the three controlled materials, 
steel, copper and aluminum in specified forms and shapes. The priority and 
directive system complements the regulations as to controlled materials in re- 
lation to substantially all other industrial requirements. 

2. The mobilization readiness program.—The overall objective of this program 
is to develop a mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these re- 
sources can support, with due consideration of the needs and contributions of 
the rest of the free world. This involves: (a) studies and investigations, in 
collaboration with other Government agencies and with industry, to determine 
the productive potential of industry to meet all deficiencies in industrial capacity 
that will be needed in time of emergency; (b) preparation of standby orders ‘for 
mobilization of the automotive industry; (c) recommendations for tax amortiza- 
tion and loans and determination of goals to meet mobilization requirements 
(such recommendations in every instance to be made by full-time, career em- 
ployees) ; and (d) maintaining and keeping up to date industrial information 
that would be essential in the event it is necessary in the future to impose pro- 
duction and/or materials controls on the economy for defense purposes. 

3. The postattack program.—This is a program for assisting industry ad- 
visory committee and other groups of industrial leaders in the development of 
postattack plans. It invelves pointing up specific measures which should be 
taken with especially critical and vulnerable industries and serving as a clearing 
house for ideas within the industries under the jurisdiction of the division. It 
involves making suggestions for dispersion, deconcentration and protective con- 
struction ; for transfer of production to undamaged facilities; for development 
of duplicate sources of supply; and for accelerating restoration of damaged 
facilities. 

4. Stockpiling and conservation.—This involves making recommendations on 
policies and operations, based on knowledge of industrial capacity, production, 
consumption and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with consideration to the effect on defense 
and civilian production and the stability of the industry. 
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Supervision and guidance received 

The Director of the Automotive Division serves under the broad general di- 
rection of the Administrator and/or the Deputy Administrator. Coordinative 
guidanee and staff leadership is available from the Assistant Administrator. 
The Director is expected to exercise initiative and judgment in determining 
what defense projects should be undertaken, how they would be organized and 
the propriety of the work. 
Scope and effeet of work 


The Automotive Division constitutes a major organizatoin within the agency 
having broad responsibilities and authority for devising, implementing, and 
administering approved programs as they pertain to the various segments of the 
automotive industries, products and materials under its jurisdiction. The Di- 
vision represents the largest industry in the Nation, manufacturing products 
with sales in excess of $20 billion annually and is recognized as the bellwether 
of the United States economy, and serves as a focal point for the industry with 
Government, keeping the Secretary of Commerce fully informed of the industry’s 
views on all defense matters. 


Vental demands 


The incumbent should have a broad industry background with intimate knowl- 
edge of its problems. The incumbent should also have the confidence and respect 
of the various industries assigned to this Division. 


Personal work contacts 


The incumbent establishes and maintains continuing liaison with top execu- 
tives of Government, industry, trade associations, and the technical and trade 
press for the automoive industry. Personal contacts and the establishment of 
cooperative working relationships with top echelon industrialists are primary 
responsibilities of this position. Contacts are for the purpose of keeping in- 
formed in the latest developments in the automotive industry field and gaining 
concurrence in proposed actions that are vital to the agency’s defense programs. 


Exuisit B-138 


Gitnert H. Kroun, Cuter, STAINLESS, H1-Temp, ALLOY AND TooL STEEL BRANCH, 
IRON AND STEEL DIvISION 


Allocation by: a. Civil Service Commission. Class title of position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act and 
section 101 (a) of E.O. 10182. 

b. Department, agency, or establishment: Chief, Stainless, Hi-Temperature 
Alloy and Tool Steel Branch. Class, series WOC. 

c, Bureau: Chief, Stainless, Hi-Temperature Alloy and Tool Steel Branch. 
Class, series: WOC. 

16. Description of duties and responsibilities (see Guide to Position Classifiers, 
Employees, and Supervisors for the preparation of position descriptions, stand- 
ard form No. T5A) : 

NATURE AND PURPOSES OF WORK 
Introduction 


The incumbent serves as Chief of the Stainless Steel, Hi-Temperature Alloys 
and Tool Steel Branch which is responsible for : 
1. Administration of defense materials system, which requires : 

a. Establishment of a monthly set-aside of each steel mill product, by 
grade, sufficient to meet the needs of Defense Department and Atomic 
Energy Commission programs. 

b. Distribution of this load among the various producers on a generally 
fair and equitable basis. 

ec. Initiation of spot directives, if special action is necessary. 

2. Develop information on potential supply of any product, if stated require- 
ments for complete mobilization indicate a probable shortage. 

8. Maintain active liaison with appropriate Government agencies and indi- 
vidual steel producers. 


_ 4, Maintain the nucleus of an organization capable of being rapidly expanded 
in case of emergency. 
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Has responsibility, direction, and supervision of one industrial specialist 
(iron and steel) and a secretary in handling steel-mill products in the following 
types and grades: Stainless; high-temperature alloys (jet engines) ; tool steels, 

Incumbent shall, when policy matters are involved, be limited to advising 
appropriate full-time salaried Government officials who are responsible for 
making policy decisions. 

Duties 


The primary duties of the incumbent are: 

1. The administration of BDSA orders or regulations presently in effect or 
that may be issued in the future that would govern the manufacture, usage, 
or distribution of stainless, hi-temperature alloys, and tool steels. 

2. Recommends the establishment of production and allocation directives on 
the producing mills where necessary. 

3. Is responsible for the application of spot directives when special assistance 
is required to meet unusual defense needs. 

4. Acts as Government presiding officer at Stainless, Hi-Temp, Alloys, and Too! 
Steel Industry Advisory Committee meetings. 

5. Represents the Division in meetings with other Government agencies or 
groups on requirements for any specific military or AEC programs, present or 
future. 

6. Acts as liaison between Government and the steel industry. He should 
keep the Director of the Iron and Steel Division informed of mill conditions, 
effect of production directives, spot directives, etc. He should, where permissible, 
inform the steel industry of the plans of Government agencies that may affect 
the future production of stainless, hi-temperature alloys, and tool steels. For 
example—due to long manufacturing lead time, the sooner the mills can be pre- 
pared for the impact of the Air Corps requirements for hi-temperature alloy or 
stainless steels the more orderly can they be in the fulfillment of these re- 
quirements. 

7. The Chief of the Branch is responsible for the supervision of the Branch’s 
personnel in such a manner as to promote the most efficient operation of each 
individual and of the Branch as a whole. Inefficiency and other major personnel 
problems are to be discussed with the Director. 


Supervision and guidance received 
Receives general supervision and guidance from the Office of the Director. 
Personal work contacts 


Numerous contacts are made daily with operating executives of steel-producing 
and steel-consuming industries and high-ranking Government officials. Attends 
committee meetings with ODM, Department of Defense, and industry advisory 
groups, and acts as Government presiding officer where appropriate. 


Scope and effect of work 


This Branch handles and is responsible for all stainless, high-temperature 
alloy and tool steel products, representing a broad field of iron and steel 
industry production. 

The Chief is responsible for the review of all BDSA 100 forms monthly, and 
the recording of pertinent information listed and submitted thereby from indi- 
vidual steel producers as they relate to above-mentioned products. 


Job requirements 


The Chief of the Branch must have many years of diversified experience in the 
special alloy steel business. He must have knowledge of mill practices, produc- 
tion cycles, and distribution, which is very important toward the proper fulfill- 
ment of this position. 

Of event greater importance in his broad knowledge of the users of stainless, 
hi-temperature alloys and tool steels. Knowledge of the proper application of 
these alloys, fabricating problems arising in their usage in the field, an unider- 
standing of the characteristics of alloys and ability to substitute one for another 
in many applications is a prime requisite. 

The policy of rotating Branch Chiefs from industry on a WOC basis, makes i! 
desirable to select men who are able quickly to grasp new concepts and to apply 
previous experience to entirely new situations. Also, the incumbent should 
have the respect and confidence of the steel industry. 

Recency of industry experience is a prerequisite due to the sweeping changes 
in production methods, distribution practices, and technology in recent years. 
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Note.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other commodity-industry analyst positions within 
BDSA allocated to GS-1151-15. 


Exuisir B-14 
IRVING P. MACAULEY, DirEcToR, ALUMINUM AND MAGNESIUM DIVISION 


Allocation by: (@) Civil Service Commission. Class title of pesition: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act and 
section 101 (a) of EO 10647. 

(b) Department, agency, or establishment: Director, Aluminum and Magne- 
sium Division. Class, series: WOC. 

(c) Bureau: Director, Aluminum and Magnesium Division. Class, series: 
woc., 

(d) Field office. 

16. Description of duties and responsibilities (See Guide to Position Classi- 
fiers, Employees, and Supervisors for the Preparation of Position Descriptions, 
Standard Form No. 75A) : 


NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the Aluminum and Magnesium Division is responsible for 
administering the Business and Defense Services Administration program with 
special reference to aluminum and aluminum products and magnesium. 

Duties 


The Director is responsible for establishing the organization as well as operat- 
ing plans, recommendations, and procedures needed to achieve the objectives of 
the Division. Incumbent shall, when policy matters are involved, be limited to 
advising appropriate full-time salaried Government officials who are responsible 
for making policy decisions. 

Administers and directs the following functions of the Division : 

1. Priorities and directives.—This is action which may be taken, if necessary, 
to sustain the production and construction programs of the Department of De- 
fense and the Atomic Energy Commission. Priority ratings direct the delivery 
of specified quantities of types, shapes, and sizes of critical materials and 
provide the means for giving preferential treatment to purchase orders, con- 
tracts, or other forms of procurement if necessary. Directive assistance is 
granted when delivery is required at an earlier date than that which can be 
otherwise satisfied. 

2. Administration of the defense materials system for aluminum.—This is a 
control system for assuring that the production and construction schedules of 
the Department of Defense and the Atomic Energy Commission remain on sched- 
ule and a system for spreading the military production impact equitably over 
affected industries. Under this system the Division is responsible for the issu- 
ance (through M-—5A, Materials Order for Aluminum) of set-asides and directives 
on the production of specified quantities of shapes and forms of aluminum to 
meet defense requirements. This involves prescribing for each mill for each 
month, the tonnage of each shape to be reserved for military and Atomic Energy 
Commission orders. DMS also involves the issuance of priorities and directives, 
wherever such may be needed and requested by the Military Establishment and 
Atomic Energy Commission, to insure that production and delivery of military 
and Atomic Energy Commission requirements are met on schedule. 

3. The mobilization readiness program.—The overall objective of this program 
is to develop a mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these re- 
sources can support, with due consideration of the needs and contributions of 
the rest of the free world. This involves: (a) Studies and investigations, in 
collaboration with other Government agencies and with industry, to determine 
the productive potential of industry to meet all-out mobilization requirements ; 
(b) identification, where possible, of serious deficiencies in industrial capacity 
that will be needed in time of emergency ; (c) recommendations for tax amortiza- 
tion and loans in connection with the expansion of industrial capacity needed 
to meet current defense production goals as well as mobilization requirements 
(such recommendations in every instance to be made by full-time, career em- 
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ployees); and (d) maintaining and keeping up-to-date industrial information 
that would be essential in the event it is necessary in the future to impose pro- 
duction and/or materials controls on the economy for defense purposes. 

4. The post-attack program.—This is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries, and serving as a clearinghouse 
for ideas within the industries under the jurisdiction of the Division. It in- 
volves making suggestions for dispersion, deconcentration, and protective con- 
struction; for transfer of production to undamaged facilities; for development 
of duplicate sources of supply; and for accelerating restoration of damaged 
facilities. 

5. Stockpiling and conservation.—This involves making recommendations on 
policies and operations based on knowledge of industrial capacity, production, 
consumption, and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

6. The Department’s program designed to foster, promote, and develop United 
States industry and commerce.—This involves serving as the focal point for those 
industries within Goverment and advising the Administrator and the Secretary 
of Commerce on policies and actions for carrying out the Department’s program. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business progress at home and 
abroad; developing plans to prevent and alleviate business recessions; proposing 
policies to promote business stability and progress; providing information, guid- 
ance, and judgments on industry affairs and working closely with industry and 
industry associations in representing business in Government. It involves pro- 
viding information to business on production, sales, and inventories; developing, 
in collaboration with business and other Government agencies, statistical series 
adequate to meet requirements of both Government and business ; assembling and 
distributing economic data useful to business in expanding markets at home and 
abroad; publishing information useful to business and the general public; and 
representing the assisting industry in its relations with other departments and 
agencies of the Government. 


Supervision and guidance received 


The Director of the Aluminum and Magnesium Division serves under the broad 
general direction of the Administrator and/or the Deputy Administrator. Co- 
ordinative guidance and staff leadership is available from the Assistant Admin- 
istrator for the industry group. The Director is expected to exercise initiative 
and judgment in determining what projects should be undertaken, how they 
should be organized, and the propriety of the work. Specific instructions with 
respect to the administration of the Division are seldom available. The guides 
are characteristically in the nature of legislation, budgetary limitations, and 
expressed or implied policies of the agency. 


Personal work contacts 


Contacts are established and continuing liaison maintained with top officials 
of Government and industry. Contacts are for the purpose of persuading them 
to provide assistance in the solution of problems, or gaining their concurrence 
in proposed actions that are yital and important to the defense program. 

Nore.—This WOC positions is in lieu of a full-time Classification Act position 
which would be comparable to other Deputy Director positions within BDSA 
allocated to industrial specialist, GS—1150-16. 


Exnuisit B-15 


Rocer H. Martin, Corer, CARBON AND ALLOY FLAT RoLLED AND TUBULAR 
Propucts BRANCH, IRON AND STEEL DIVISION 


Allocation by: a. Civil Service Commission. Class title of position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act of 1950, 
and section 101 (a) of Executive Order. 10647. 

b. Department, agency, or establishment: Chief, Carbon and Alloy Flat Rolled 
and Tubular Branch. Class, series: WOC. 

ce. Bureau: Chief, Carbon and Alloy Flat Rolled and Tubular Branch. Class, 
series: WOC. 
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Field office: Duties and responsibilities comparable to those established 
a the Classification Act of 1949. 
16. Description of duties and responsibilities (See Guide to Position Classifiers, 
Employees, and Supervisors for the Preparation of Position Descriptions, 
Standard Form No. 75A) : 


NATURE AND PURPOSE OF WORK 
Introduction 

The Iron and Steel Division of BDSA is responsible for : 

1. Defense production activities. 

a. Administration of defense materials system. 

b. Raw materials and refractories. 

Facilities and construction. 

. Maintenance, repair, and operating supplies. 

. Recommendations on tax amortization and loans. 

. Recommendations on expansion goals. 

Recommendations on stockpiling and conservation. 

2 Mobilization preparedness activities. 

a. Develop information on supply and demand for materials and products 
under its jurisdiction. 

b. Develop appropriate orders and regulations covering control of steel 
production and conservation of scarce materials. 

c. Identify postattack problems and develop plans for correction of undue 
concentration, protection from enemy attack, and use of alternative sources 

3. Business service activities 

a. Interagency 

r. Congressional 

ec. Public 

d. Foreign trade 

e. Domestic trade 

The incumbent serves as Chief of the Carbon and Alloy Flat Rolled and Tubu- 
lar Branch, which is responsible for: 

Administration of defense materials system, which requires: 

a. Establishment of a monthly set-aside of each steel mill product, by grade, 
sufficient to meet the needs of Defense Department and Atomic Energy 
Commission programs. 

b. Distribution of this load among the various producers On a generally 
fair and equitable basis. 

c. Initiation of spot directives, if special action is necessary. 

2. Develop information on potential supply of any product, if stated require- 
ments for complete mobilization indicate a probable shortage. 

3. Maintain the nucleus of an organization capable of being rapidly expanded 
in case of emergency. 

4. Maintain active liaison with appropriate Government agencies and indi- 
vidual steel producers. 

Incumbent shall, when policy matters are involved, be limited to advising 
appropriate full-time salaried Government officials who are responsible for 
making policy decisions. 

Incumbent assumes the responsibility, direction, and supervision of industrial 
specialists (iron and steel) and a secretary in handling the following steel mill 
products, both carbon and alloy: hot- and cold-rolled plates; hot- and cold-rolled 
sheets ; hot- and cold-rolled strip; tin mill products; electrical sheets; seamless 
and welded pipe ; and seamless and welded tubing. 


Duties 


1. Act in an advisory capacity to the Production Directive Committee and aid 
it in the regulation of production of the above listed products with the steel 
industry through the medium of production directives. 

2. Initiate allocation directives for further converter producers for: 

a. Nonintegrated cold drawers of wide flats. 
b. Nonintegrated welded pipe manufacturers. 
c. Nonintegrated welded tube manufacturers. 
d. Redrawers of seamless or welded tubing. 

3. Review and recommend for approval or denial spot directive requests from 
all claimant agencies where above products are involved. 

4. An important responsibility of the Branch is the processing of form 
NPAF-138 (BDSA-138) which was sponsored by the Administrator of BDSA 
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as a means of assisting holders of Government orders in placing their require. 
ments with the mills. This requires much time and consideration in analysis 
of each case, by product, by grade, by geographical area, both production and 
consumption and must be related to the overall supply problem for all products 
handled by this Branch. 

5, Expedite and assist on urgent Department of Defense and Atomic Energy 
Commission problems and assist other divisions of BDSA to obtain the above 
products for programed requirements. 

6. Attend meetings and help the Director to work out solutions to problems 
involving other agencies. An instance of this nature was the handling of the 
Alaskan pipeline project which involved more than 40,000 tons of 8 5/6-inch seam- 
less line pipe. Incumbent took the known production capacities and assigned 
percentages to each mill, making allowances for other projects of the mills, 
He then persuaded the mills to accept the orders and issued the necessary pro- 
duction directives. 

7. Attend industry advisory committee meetings to represent the above prod- 
ucts. At the big committee, represents his products, advising on conditions in 
his industry, and answering any questions that may come up on his commodities. 
Acts as Government presiding officer at smaller industry advisory committee 
meetings which are directly concerned with the products in his field. 

8. Attend staff meetings, claimant agency meetings, ODM and BDSA division 
meetings where necessary. 

9. The Chief of this Branch is responsible for the supervision of the Branch’s 
personnel in such a manner as to promote the most efficient operation of each 
individual and of the Branch asa whole. Inefficiency and other major personne! 
problems are to be discussed with the Director. 


Supervision and guidance received 
The incumbent receives general supervision and guidance from the Office of 


the Director. He is given wide latitude for the exercise of independent judg. 
ment in performing duties. 
Personal work contacts 

Numerous contacts are made daily with operating executives of steel-producing 
and steel-consuming industries and high ranking Government officials. The in- 
cumbent attends committee meetings with ODM, Department of Defense, and in- 
dustry advisory groups and acts as Government presiding officer where ap- 
propriate. 
Scope and effect of work 

This Branch handles and is responsible for all products listed in section B 
above covering a broad field of iron and steel industry production. The Chief 
is responsible for the review of all BDSA 100 forms monthly, and the recording 


of pertinent information listed and submitted thereby from individual steel 
producers as they relate to above-mentioned products. 


Job requirements 


The incumbent of this position must have recent broad and progressively re- 
sponsible experience in the iron and steel industry in the field of one or more 
of the products listed above, for which the Branch is responsible, such as would 
be obtained only in a high level position in the iron and steel and related indus- 
tries. Such experience must have provided an intimate knowledge of methods 
of production, distribution, capacities, interchangeability of facilities, and recent 
technological advances. Such knowledge will permit him to intelligently handle 
problems that arise, such as making appropriate recommendations with respect 
to set-asides for items in short supply, in accordance with statutory limitations on 
his authority. 

Note.—This position is in lieu of full-time classification position which would 
be comparable to other commodity-industry analyst positions within BDSA allo- 
eated to GS-1151-15. 


ExHisit B-16 
Terry B. MARTIN, Director, ELECTRICAL EQUIPMENT DIVISION 


b. Department, agency, or establishment: Director, Electrical Equipment Di- 
vision. Class, series: WOC. 
ce. Bureau: Director, Electrical Equipment Division, Class, series; WOC, 
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e. Recommended by initiating office: Duties and responsibilities comparable to 
those of positions allocated to GS-17 under the Classification Act of 1949. 

Description of duties and responsibilities (see Guide to Position Classifiers, 
Employees, and Supervisors for the Preparaton of Position Description, Stand- 
ard Form No. T5A) : 


NATURE AND PURPOSE OF WORK 
Introduction 

The Director of the Electrical Equipment Division is responsible for adminis- 
tering the Business and Defense Servces Administration program with special 
reference to the electrical equipment industry area, which includes equipment 
such as special meters for aricraft, AN connectors and marine fittings, electrical 
components for machine tools and general industrial equipment, transformers, 
switchgear, large motors, and other equipment used in the generation, transmis- 
sion, and distribution of electrical energy. 


Duties 


The Director is responsible for establishing the organization as well as op- 
erating plans, recommendations, and procedures needed to achieve the objectives 
of the Division. Incumbent shall, when policy matters are involved, be limited 

advising appropriate full-time salaried Government officials who are respon- 
sible for making policy decisions. 

Administers and directs the following functions of the Division: | 

1. Priorities and directives.—This is action which may be taken if necessary 
to sustain the production and construction programs of the Department of 
Defense and the Atomic Energy Commission. Priority ratings direct the delivery 
of specified quantities of types, shapes, and sizes of the three controlled materials 

nd provide the means for giving preferential treatment to purchase orders, 
ontracts, or other forms of procurement, if necessary. Directive assistance is 
granted when delivery is required at an earlier date than that which can be 
satisfied by issuance of a priority rating. 

2. The Mobilization readiness program.—The overall objective of this program 
s to develop a mobilization plan that lies within the Nation’s material and 

hysical resources and generates the maximum military power that these 
esources Can support, with due consideration of the needs and contributions 

f the rest of the free world. This involves: (a) studies and investigations, in 
ollaboration with other Government agencies and with industry, to determine 
the productive potential of industry to meet all-out mobilization requirements; 

b) identification, where possible, of serious deficiencies in industrial capacity 
that will be needed in time of emergency; (c) recommendations for tax amorti- 
zation and loans in connection with the expansion of industrial capacity needed 
to meet current defense production goals as well as mobilization requirements 

such recommendations in every instance to be made by full-time career em- 
ployees); and (d) maintaining and keeping up to date industrial information 
that would be essential in the event it is necessary in the future to impose 
production and/or materials controls on the economy for defense purposes. 

3. The postattack program.—This is a program for assisting industry advisory 

immittees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries and serving as a clearinghouse 
for ideas within the industries under the jurisdiction of the Division. It involves 
making suggestions for dispersion, deconcentration, and protective construc- 
tion; for transfer of production to undamaged facilities; for development of 
duplicate sources of supply; and for accelerating restoration of damaged 
facilities. 

1. Stockpiling and conservation.—This involves making recommendations on 
policies and operations, based on knowledge of industrial capacity, production, 
consumption and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

>. The Department’s program to foster, promote, and develop United States 
industry and commerce.—This involves serving as the focal point for those 
industries within Government and advising the Administrator and the Secretary 
of Commerce on policies and actions for carrying out the Department’s program. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business programs at home and 
abroad; developing plans to prevent and alleviate business recessions ; proposing 


‘ 
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policies to promote business stability and progress; providing information, guid- 
ance, and judgments on industry affairs; and working closely with industry 
and industry associations in representing business in Government. It involves 
providing information to business on production, sales, and iventories; develop- 
ing, in collaboration with business and for other Government agencies, statistica) 
series adequate to meet requirements of both Government and business; as. 
sembling and distributing economic data useful to business in expanding markets 
at home and abroad; publishing industry information useful to business and 
the general public; and representing and assisting industry in its relations with 
other departments and agencies of the Government. 


Supervision and guidance receiwed 


The Director serves under the broad general direction of the Administrato) 
and/or the Deputy Administrator. Coordinative guidance and staff leadership 
is available from the Assistant Administrator for the industry group. The 
Director is expected to exercise initiative and judgment in determining what 
projects should be undertaken, how they should be organized and the propriety 
of the work. Specific instructions with respect to the administration of the 
Division are seldom available. The guides are characteristically in the nature 
of legislation, budgetary limitations, and expressed or implied policies of the 
agency. 


Mental demands 


The incumbent should have a broad industry background with intimate know!- 
edge of the problems of as many industries as possible. While many of the basic 
problems may be the same, the wide variation between industries and their 
manufacturing practices increases the complexity of proper direction and admin- 
istration of the Division’s functions. The policy of rotating division directors 
from different industries on a WOC basis makes it desirable to select men who 
are able to quickly grasp new concepts, limitations, and apply previous exper- 
ience to entirely new and novel situations. The incumbent should also have 
the confidence and respect of the various industries assigned to this Division. 


Personal work contacts 


The incumbent establishes and maintains continuing liaison with top execu- 
tives of Government, industry, trade associations, and the technical and trade 
press for the electrical equipment industry. Personal contacts and the estab- 
lishment of cooperative working relationships with top echelon industrialists is 
a primary responsibility of this position in the interest of protecting the economy 
of manufacturing and construction industries. Contacts are for the purpose of 
keeping informed on the latest development and trends in the electrical equip- 
ment industry field, providing assistance in the solution of problems, or gaining 
concurrence in proposed actions that are vital to the agencies programs. 


ExnHisit B-17 
Freperick A. Meriiss, Deputy Drrecror, ALUMINUM AND MAGNESIUM DIVISION 


Allocation by: a. Civil Service Commission. Established in accordance with 
section 710 (b) of the Defense Production Act of 1950, and section 101 (a) of 
Executive Order 10647. 

b. Department, agency, or establishment: Deputy Director, Aluminum and 
Magnesium Division. Class, series: WOC. 

ec. Bureau: Deputy Director, Aluminum and Magnesium Division. Class, ser- 
ies: WOC. 

16. Description of duties and responsibilities (See Guide to Position Classifiers, 
Employees, and Supervisors for the Preparation of Position Descriptions, Stand- 
ard Form No. 75A): 


NATURE AND PURPOSE OF WORK 
Introduction 


The Deputy Director of the Aluminum and Magnesium Division participates 
with the Director in administering the Business and Defense Services Adminis- 
tration program with special reference to aluminum products and magnesium. 
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Duties 


The Deputy Director participates with the Director in establishing the organi- 
zation aS well as the operating plans, recommendations, and procedures needed 
to achieve the objectives of the Division. Incumbent shall, when policy matters 
are involved, be limited to advising appropriate full-time salaried Government 
officials who are responsible for making policy decisions. 

(the Deputy Director participates in administering and directing the follow- 
ing functions of the Division: 

1. Priorities and directives.—This is action which may be taken, if necessary, 
to sustain the production and construction programs of the Department of 
Defense and the Atomic Energy Commission. Priority ratings direct the de- 
livery of specified quantities of types, shapes, and sizes of critical materials and 
provide the means for giving preferential treatment to purchase orders, con- 
tracts, or other forms of procurement if necessary. Directive assistance is 
granted when delivery is required at an earlier date than can be otherwise 
satisfied. 

2. Administration of the defense materials system for aluminum.—This is a 
control system for assuring that the production and construction schedules of 
the Department of Defense and the Atomic Energy Commission remain on sched- 
ule and a system for spreading the military-production impact equitably over 
affected industries. Under this system the Division is responsible for the is- 
suance (through M—5A-—materials order for aluminum) of set-asides and direc- 
tives on the production of specified quantities of shapes and forms of aluminum 
to meet defense requirements. This involves prescribing for each mill for each 
month, the tonnage of each shape to be reserved for military and Atomic Energy 
Commission orders. DMS also involves the issuance of priorities and directives, 
wherever such may be needed and requested by the Military Establishment and 
Atomie Energy Commission, to insure that production and delivery of military 
ind Atomie Energy Commission requirements are met on schedule. 

3. The mobilization readiness program.—The overall objective of this pro- 
gram is to develop a mobilization plan that lies within the Nation’s material 
and physical resources and generates the maximum military power that these 
resources can support, with due consideration of the needs and contributions 
of the rest of the free world. This involves: (a) studies and investigations, in 
olaboration with other Government agencies and with industry, to determine 
the productive potential of industry to meet all-out mobilization requirements ; 

b) identification, where possible, of serious deficiencies in industrial capacity 
that will be needed in time of emergency; (c) recommendations for tax amorti- 
zation and loans in connection with the expansion of industrial capacity needed 
to meet current defense production goals as well as mobilization requirements 

such recommendations in every instance to be made by full-time, career em- 
ployees); and (d@) maintaining and keeping up-to-date industrial information 
that would be essential in the event it is necessary in the future to impose 
production and/or materials controls on the economy for defense purposes. 

1. The Postattack program.—tThis is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries, and serving as a clearing- 
house for ideas within the industries under the jurisdiction of the Division. It 
involves making suggestions for dispersion, deconcentration, and protective con- 
struction; for transfer of production to undamaged facilities; for development 
of duplicate sources of supply; and for accelerating restoration of damaged 
facilities. 

5. Stockpiling and conservation.—This involves making recommendations on 
policies and operations based on knowledge of industrial capacity, production, 
consumption, and industrial needs. Recommendations include opinions on 
stockpile goals, rate of stockpiling, etc., with due consideration to the effect on 
defense and civilian production and the stability of the industry. 

6. The Department’s program designed to foster, promote, and develop United 
States industry and commerce.—This involves serving as the focal point for these 
industries within Government and advising the Administrator and the Secretary 
of Commerce on policies and actions for carrying out the Department's programs. 
It involves participating with industry in advocating national economic policies 
designed to promote industrial expansion and business progress at home and 
«bread ; developing plans to prevent and alleviate business recessions ; proposing 
policies to promote business stability and progress; providing information, 
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guidance, and judgments on industry affairs and working closely with industr, 
and industry associations in representing business in Government. It involves 
providing information to business on production, sales, and inventories; develop 
ing, in collaboration with business and other Government agencies, statistica| 
series adequate to meet requirements of both Government and business; assem. 
bling and distributing economic data useful to business in expanding market; 
at home and abroad; publishing information useful to business and the genera) 
public; and representing and assisting industry in its relations with other Dy 
partments and agencies of the Government. 
Supervision and guidance received 

The Deputy Director serves under general direction of the Director of the 
Division. He is expected to exercise initiative and judgment in determining 
what projects should be undertaken, how they should be organized, and the pro- 
priety of the work. Guides are characteristically in the nature of legislative 
budgetary limitations and expressed or implied policies of the Agency and th 
Division. 
Personal work contacts 


Contacts are established and continuing liaison maintained with top officials 
of Government and industry. Contacts are for the purpose of persuading them 
to provide assistance in the solution of problems, or gaining their concurrence 
in proposed actions that are vital and important to the defense program. 

Note.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other Deputy Director positions within BDSA 
allocated to industrial specialist GS—1150-16. 


Exursir B-18 


CLIFFORD G. POMMER, DIRECTOR, SHIPBUILDING, RAILROAD, ORDNANCE, AND AIRCRAP! 
DIVISION 


Allocation by: a. Civil Service Commission. Class title of position: Estab 
lished in accordance with section 710 (b) of the Defense Production Act and 
section 101 (a) of EO 10647. 

b. Department, agency, or establishment: Director, Shipbuilding, Railroad 
Ordnance, and Aircraft Division. Class, series: WOC. 

ce. Bureau: Director, Shipbuilding, Railroad, Ordnance, and Aircraft Division 
Class, series : WOC. 

NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the Shipbuilding, Railroad, Ordnance, and Aircraft Division is 
responsible for administering the Business and Defense Services program with 
special reference to small arms ammunition, blasting accessories, large and small 
ordnance; ship repair and building of all inland waterway, harbor, and Great 
Lakes, and ocean-going vessels (excluding military building and repair) ; manu 
facturing of aircraft and component parts; all maintenance, repair, and operat- 
ing supplies for railroads and equipment pertaining to railway operating includ- 
ing the manufacture of locomotives (diesel, diesel/electric, and steam), freight 
and passenger train cars, as well as the manufacture of most other equipment 
used thereon throughout the United States; maintenance, repair, and operating 
supplies for rail rapid-transit systems including equipment therefor. 


Duties 


The Director is responsible for establishing the organization as well as operat 
ing plans, recommendations, and procedures needed to achieve the objectives of 
the Division. Incumbent shall, when policy matters are involved, be limited to 
advising appropriate full-time salaried Government officials who are responsible 
for making policy decisions. 

Administers and directs the following functions of the Division: 

1. Priorities and directives.—This is action which may be taken if necessary tu 
sustain the production and construction programs of the Department of De 
fense and the Atomic Energy Commission. Priority ratings direct the delivery 
of specified quantities of types, shapes, and sizes of the three controlled materials 
and provide the means for giving preferential treatment to purchase orders, con- 
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cts, or other forms of procurement, if necessary. Directive assistance is 

nted when delivery is required at an earlier date than that which can be 

tisfied by issuance of a priority rating. 
The mobilization readiness program.—tThe overall objective of this program 

s to develop a mobilization plan that lies within the Nation’s material and 
physical resources and generates the maximum military power that these re- 
sources can support, with due consideration of the needs and contributions of the 
rest of the free world. This involves: (a) Studies and investigations, in col- 

ration with other Government agencies and with industry, to determine the 
productive potential of industry to meet all-out mobilization requirements; 

») identification, where possible, of serious deficiencies in industrial capacity 
that will be needed in time of emergency ; (c) recommendations for tax amortiza- 
tion and loans in connection with the expansion of industrial capacity needed 
) meet current defense production goals as well as mobilization requirements 
such recommendations in every instance to be made by full-time, career em- 
ployees) ; and (d@) maintaining and keeping up-to-date industrial information 
that would be essential in the event it is necessary in the future to impose 
production and/or materials controls on the economy. 

3. The post-atiack program.—This is a program for assisting industry ad- 
visory committees and other groups of industrial leaders in the development of 
post-attack plans. It involves pointing up specific measures which should be 
taken with especially critical and vulnerable industries and serving as a clear- 
inghouse for ideas within the industries under the jurisdiction of the Division. 
It involves making suggestions for continuity of management, dispersion, de- 
centralization, and protective construction; for transfer of production to un- 
damaged facilities; for development of duplicate sources of supply; damage 
assessment; and for accelerating restoration of damaged facilities. 

1. Stockpiling and conservation.—This involves making recommendations on 

policies and operations, based on knowledge of industrial capacity, production, 
consumption, and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, ete., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 
5. The Department’s program designed to foster, promote, and develop United 
States industry and commerce.—This involves serving as the focal point for 
these industries within Government and advising the Administration and the 
Secretary of Commerce on policies and actions for carrying out the Department’s 
programs. It invuives participating with industry in advocating national eco- 
nomie policies designed to promote industrial expansion and business progress 
at home and abroad; developing plans to prevent and alleviate business reces- 
sions; proposing policies to promote business stability and progress; providing 
information, guidance, and judgments on industry affairs and working closely 
with industry and industry associations in representing business in Govern- 
ment. It involves providing information to business on production, sales, and 
inventories; developing, in collaboration with business and other Government 
agencies, statistical series adequate to meet requirements of both Government 
and business; assembling and distributing economic data useful in expanding 
markets at home and abroad; publishing industry information useful to business 
and the general public; and representing and assisting industry in its relations 
with other departments and agencies of the Government. 


Supervision and guidance received 


The Director serves under the broad general direction of the Administrator 
and/or the Deputy Administrator. Coordinative guidance and staff leadership 
is available from the Assistant Administrator for the industry group. The 
Director is expected to exercise initiative and judgment in determining what 
projects should be undertaken, how they should be organized and the propriety 
of the work. Specific instructions with respect to the administration of the 
Division are seldom available. The guides are characteristically in the nature 
of legislation, budgetary limitations, and expressed or implied policies of the 
agency. 

Scope and effect of work 

The shipbuilding, ship repair, railroad, ordnance, and aircraft industries 
are vital defense-supporting industries. The vast difference between require- 
ments for emergency as against peacetime operations, the time lag involved 
from initiation to completion ef an order creates problemas of major importance 
and have a drastic effect on th: economy. All of the industries are extra large 
users of controlled materials and products. 
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Note.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other Division Director positions within BDSa 
allocated to industrial specialist GS—1150-17. 


Pxursit B-19 
CHESTER R. REED, Deputy Director, CONTAINERS AND PACKAGING Division 


Allocation by: a. Civil Service Commission. Class title of position: Esta). 
lished in accordance with section 710 (b) of the Defense Production Act of 
1950 as extended, and section 101 (a) of Executive Order 10182. 

b. Department, agency, or establishment: Deputy Director, Containers ang 
Packaging Division. Class, series: WOC. 

c. Bureau: Deputy Director, Containers and Packaging Division. Class, 
series: WOC. 

e. Recommended by initiating office: Duties and responsibilities comparable to 
those of positions allocated to GS-16, under the Classification Act of 1949. 

16.. Description of duties and responsibilities (See Guide to Position Classi- 
fiers, Employees, and Supervisors for the Preparation of Position Descriptions, 
Standard Form No. 75A): 


NATURE AND PURPOSE OF WORK 
A. Introduction 

The Deputy Director of the Containers and Packaging Division participates 
with the Director in administering programs of the BDSA pertaining to con- 
tainers and packaging. 

B. Duties 

The Deputy Director participates with the Director in establishing the or- 
ganization as well as the operating plaas, recommendations, and procedures 
needed to achieve the objectives of the Division. Incumbent shall, when policy 
matters are involved, be limited te advising appropriate full-time salaried Goy 
ernment officials who are resyonsible for making policy decisions. 

Assists the Director in the administration and direction of the following 
functions entrusted to the Division : 

I. Priorities and directives.—This is action which may be taken if necessary 
to sustain the production and construction programs of the Department of 
Defense and the Atomic Energy Commission. Priority ratings direct the de- 
livery of specified quantities of types, shapes, and sizes of the three controlled 
materials and provide the means for giving preferential treatment to purchase 
orders, contracts, or other forms of procurement, if necessary. Directive as- 
sistance is granted when delivery is required at an earlier date than that which 
can be satisfied by issuance of a priority rating. 

2. The mobilization readiness program.—The overall objective of this pro- 
gram is to develop a mobilization plan that lies within the Nation’s material 
and physical resources and generates the maximum military power that 
these resources can support, with the consideration of the needs and con- 
tributions of the rest of the free world. This involves (a@) studies and in- 
vestigations, in collaboration with other Government agencies and with in- 
dustry, to determine the productive potential of industry to meet all out 
mobilization requirements; (0) identification, where possible, of serious de- 
ficiencies in industrial capacity that will be needed in time of emergency: 
(c) recommendations for tax amortization and loans in connection with the 
expansion of industrial capacity needed to meet current defense production 
goals as well as mobilization requirements (such recommendations in every 
instance to be made by full-time, career employees) ; and (d@) maintaining and 
keeping up to date industrial information that would be esseential in the event 
it is necessary in the future to impose production and/or materials controls 
on the economy for defense purposes. 

3. The post-attack program.—This is a program for assisting Industry Ad- 
visory Committee and other groups of industrial leaders in the development of 
post-attack plans. It involves pointing up specific measures which should be 
taken with especially critical and vulnerable industries and serving as a clear- 
ing house for ideas within the industries under the jurisdiction of the Division. 
It involves making suggestions for dispersion, decentralization and protective 
construction ; for transfer of production to undamaged faciliities; for develop- 
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ment of duplicate sources of supply; and for accelerating restoration of dam- 
aged facilities. 

|, Stockpiling and conservation—This involves making recommendations 
on policies and operations, based on knowledge of industrial capacity, pro- 

ion, consumption and industrial needs. Recommendations include opinions 
stock goals, rate of stockpiling, etc., with due consideration to the effect 
defense and civilian production and the stability of the industry. 

5. The Department’s program to foster, promote, and develop United States 
industry and commerce.—This involves serving as the focal point for these 
ndustries within Government and advising the Administrator and Secretary 
of Commerce on policies and actions for carrying out the Department’s pro- 
grams. It involves participating with industry in advocating national economic 
policies designed to promote industrial expansion and business progress at 
home and abroad; developing plans to prevent and alleviate business recessions ; 
roposing policies to promote business stability and progress; providing in- 
formation, guidance, and judgments on industry affairs and working closely 
with industry and industry associations in representing business in Govern- 
ent. It involves providing information to business on production sales, and 
inventories ; developing in collaboration with business and other Government 
agencies statistical series adequate to meet requirements of both Government 
and business; assembling and distributing economic data useful to business 
and the general public; and representing and assisting industry in the relations 
with other departments and agencies of the Government. 

Supervision and guidance received 

The Deputy Director serves under the general policy direction of the Division 
Director who is a Government career employee. The position of Deputy Director 
of this Division is filed by a WOC employee and is rotated among executives on 
loan from industry for periods of approximately 6 months. The Deputy Direc- 
tor, therefore, supplies the industry viewpoint of the containers and packaging 
industries, and serves as industry adviser on Division programs and on Govern- 
ment methods and procedures related thereto. 

Personal work contacts 


Contacts are established and continuing liaison maintained with top officials 
of the Government and the industry. Contacts ar® for the purpose of persuading 
them to provide assistance in the solution of problems or gaining their concur- 
rence in proposed actions that are vital and important to the agency's programs. 
Scope and effect of work 

Containers and packaging is an area of exceeding importance to the Nation’s 
economy. The industries’ annual product value exceed $714 billion dollars and 
cuts across all production and distribution channels. It is comprised of over 
1) separate industries, all specialized and highly competitive. This industry is 
one of the largest users of basic raw materials: 78 percent of all tin mill products 
go into containers and packaging: 72 percent of all the aluminum foil goes into 
containers and packaging, a considerable portion of it for military barrier ma- 
terials for preservative packaging. Half of the product value of the industry is 
for military purposes. Manufacturing of the 18,000 individual kinds of con- 
tainers is extremely complex: they must withstand any catalystiec or chemical 
reaction; 99 percent of all foods and drugs are pacakaged at some point and 
the construction of containers must meet food and drug laws to avoid contamina- 
tion, toxic poisoning, etc.; transportation and handling conditions require the 
recognition of weatherproofing, atmospheric pressures, rigidity, weight, rust, 
deterioration, fragility of contents, ete. 

Employment: Full Time. 

Position: Indefinite. 


Pxurpir B-20 


WILLIAM L. SANpston, Cuter, Bustness RESEARCH AND ANALYSIS Brivncu, 
IRON AND STEEL DIvISION 


Allocation by: a. Civil Service Commission. Class title of position: Estab- 
lished in accordance with section 719 (b) of the Defense Production Act and 
section 101 (a) of B. O. 10647. 

b. Department, agency, or establishment: Chief, Business Research and Analy- 
sis Branch. Class, series: WOC. 

76559—56 18 
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ce. Bureau: Chief, Business Research and Analysis Branch. Class, series: 
Wwoc. 

16. Description of duties and responsibilities (see Guide to Position Classifiers. 
Employees, and Supervisors for the Preparation of Position Descriptions, Stand. 
ard Form No. 75A): 


NATURE AND PURPOSE OF WORK 
Introduction 

The Business Research and Analysis Branch of the Iron and Steel Division 
is responsible for: 

1. Advising with respect to the proposal, establishment, and development of 
business-service functions in two broad areas of activity: Domestic and foreign. 
When such functions have been established by full-time, salaried Government 
officials, the Branch is responsible for their execution. Such services include 
but are not confined to: 

a. Interpretation, analyses, and development of statistical data and related 
information of iron and steel and alloying elements for industry dissemination 
for the purpose of assisting business in its economic problems ; 

b. Similar material for Government agencies and departments to assist them 
in their problems relating to controls, legislation, etc. ; 

ec. Assist industry in its relationships with other Government departments in 
matters pertaining to legislative, regulatory, and economic problems by securing 
or supply data or advising as to procedure or sources. 

2. Certain mobilization preparedness activities which include: 

a. Developing, maintaining, and analyzing supply, demand, and distri- 
bution data pertaining to iron and steel, and alloying elements, both foreign 
and domestic; analyzing productive potential of the steelmaking and finish 
ing facilities of foreign countries; analyzing the changing level of world 
steel production and consumption as an index to any expansion of military 
potential wherever it might take place throughout the world; 

b. Assisting industry in problems pertaining to the requirements of the 
control orders (such as M-1A and the DMS regulations). Such problems 
include responsibilities under the control orders, reporting requirements, etc. 

3. Performing special assignments for the Director. 

This position is that of Chief of the Business Research and Analysis Branch 
with responsibility for direction and supervision of the defense materials system 
and foreign sections. All functions of the branch are administered by the 
incumbent, except that, when policy matters are involved, incumbent shall be 
limited to advising appropriate full-time salaried Government officials who are 
responsible for making policy decisions. 

Duties 


Incumbent appraises military requirements with a view to developing capacity 
and feasibility studies from which basis data for mobilization requirements are 
derived. This appraisal requires an intimate knowledge of the interchange- 
ability of producing facilities for making the various military products and an 
understanding of the interrelationships of current production techniques and 
practices. Such a study is now under way in connection with the ability of the 
steel industry to meet Department of Defense requirements for shells to be pro- 
duced by the hot-cup cold-extrusion process. Supervision of this study requires 
knowledge of the special chemistry and special findings involved in production 
of this product. In carrying out these responsibilities the incumbent supervises 
the activities of the two sections in the Business Research and Analysis Branch. 
These include: 

1. The DMS Section.—Which is concerned with orders and regulations. In 
this connection, incumbent maintains liaison between the metals divisions and 
is responsible for keeping the divisions informed of any proposed changes in 
existing orders or contemplated new orders and/or regulations. Acts as liaison 
between Iron and Steel Division and other divisions of BDSA, other bureaus of 
the Department of Commerce and other agencies, such as Department of Defense, 
Atomic Energy Commission, Office of Defense Mobilization, Bureau of the 
Budget, ete. 

2. Foreign Section —Which is concerned with a program of research into all 
circumstances affecting world production. distribution, and consumption of ores, 
steel mill products, scrap, etc. ; utilizing the product of this research in promoting 
foreign trade of the United States; developing basic information for use in 
developing the postattack and mobilization base research program; providing 
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staff consultation and advising on foreign-trade problems; supplying technica} 
advice to the reciprocal trade agreements program ; tariff, etc. 

The ineumbent acts as special assistant to the Director on special problems 
where specific technical information requiring knowledge of recent and current 
industry methods and practices must be developed. Such activity includes test- 
ing the feasibility of proposed programs in light of current facilities, production 
capacities, and available supply of raw materials, ferroalloys, and steel prod- 
uets; testing the effect of proposed projects on the production of specific steel 
products where high requirements of specific programs are unrealistic on the 
pasis of consideration of normal market uses and the supply and demand pic- 
ture, and recommending substitutes and adjustments. chat can be made without 
impeding programs or upsetting projected goals. ‘ihe incumbent as requested 
assists in the development of a high degree of understanding and cooperation 
between industry and Government for the broad aspects of postattack planning, 
for coordinating the efforts of the iron and steel industry task groups in the 
formulation of postattack plans. 

il. Supervision and guidance.——In matters pertaining to business services 
and mobilization, the incumbent coordinates his activities with the Director of 
the Iron and Steel Division; incumbent has wide latitude (within established 
agency policies) receiving only general guidance from the Director with regard 
to other functions of the Branch. 

III. Personal work contacts.—Constant personal liaison is required with top- 
level officials of Government, both in BDSA and other bureaus within the De- 
partment of Commerce, as well as other agencies—including: Office of Defense 
Mobilization, Department of Defense, Atomic Energy Commission, and Bureau 
of the Budget. Constant personal liaison is also required with top executives 
of the steel industry. 

IV. Scope and effect of work.—Since steel is basic to the American economy 
and since steel is the principal raw material from which virtually all manu- 
factured products are produced, actions and decisions taken by or affecting the 
industry have basic significance. Iron and steel represent a very important 
segment of the economy of many foreign countries. The responsibilities, serv- 
ices, activities, and functions of this Division have proportionate significance 
and effect in terms of the total functioning of BDSA. 

V. Job requiremenis.—Incumbent must have broad general knowledge of 
industry methods and practices, and knowledge of the interrelationships exist- 
ing among producers of the iron and steel and ferroalloys industries. Incumbent 
must have an intimate and thorough knowledge of the commercial practices and 
distribution systems of the iron and steel industry. 

Incumbent must have a knowledge of general statistical practices, with em- 
phasis on the practicality of gathering desired data from the complex steel and 
ferroalloys industries. 

It is important that incumbent have the respect and confidence of the steel 
industry. 

Recency of industry experience is a prerequisite due to the sweeping changes 
in production methods, distribution practices, and technology in recent years. 

Note.—This WOC position is in lieu of a full-time Classification Act posi- 
tion which would be comparable to other positions within BDSA allocated to 
industrial specialist GS—1150-15. 


Exuisit B-21 


CLARENCE W. SEELEY, Director, CopPerR DIVISION 


b. Department, agency, or establishment: Director, Copper Divisicn. Class, 
series: WOC, 

c. Bureau: Director, Copper Division. Class, series: WOC. 

16. Deseription of duties and responsibilities (see Guide to Position Classi- 
fiers, Employees, and Supervisors for the Preparation of Position Descriptions, 
standard form No. T5A): 


NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the Copper Division is responsible for administering the busi- 
ness and defense services programs that pertain to copper. 
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Duties 


The Director is responsible for establishing the organization as well as oper- 
ating plans, recommendations, and procedures needed to achieve the objectives 
of the Division. Incumbent shall, when policy matter are involved, be limiteg 
to advising appropriate full-time salaried Government officials Who are re. 
sponsible for making policy decisions. 

Administers and directs the following functions of the Division: 

The defense materials system for copper.—This is a control system for assuring 
that the production and construction schedules of the Department of Defense anq 
the Atomic Energy Commission remain on schedule and a system for spreading 
the military production impact equitably over affected industries. Under this 
system set-asides and directives on the production of specified quantities of 
shapes and forces of copper to meet defense requirements are issued through 
M-—11A (materials order for copper). This involves prescribing for each milj 
for each month, the tonnage of each shape to be reserved for military and Atom 
Energy Commission orders. Also, under DMS, priorities and directives are 
issued wherever such may be needed and requested by the Military Establish. 
ment and AEC to insure that production and delivery of military and Atomic 
Energy Commission requirements are met on schedule. 

The mobilization readiness program.—This program's overall objective is to 
develop a mobilization plan that lies within the Nation’s material and physical 
resources and generates the maximum military power that these resources can 
support, with due consideration of the needs and contribution of the rest of 
the free world. This involves: (1) Studies and investigations, in collaboration 
with other Government agencies and with industry, to determine the production 
potential of industry to meet all-out mobilization requirements; (2) identification 
where possible, of serious deticiencies in industrial capacity that will be needed 
in time of emergency; (3) recommendations fer tax amortization and loans in 
connection with the expansion of industrial capacity needed to meet current 
defense production goals as well as mobilization requirements (such recom 
mendations in every instance to be made by full-time, career employees) ; and 
(4) maintaining and keeping up-to-date industrial information that would be 
essential in the event it is necessary in the future to impose production and/or 
materials controls on the economy for defense purposes. 

The postatiack provram.—tThis is a program for assisting industry advisor) 
committees and other groups of industrial leaders in the development of post- 
attack plans. It involves pointing up specific measures which should be taken 
in this connection with especially critical and vulnerable industries and serves 
as a clearinghouse for ideas within the copper industry. It involves making 
suggestions for dispersion, deconcentration and protective construction; for 
transfer of productiohf to undamaged facilities; for development of duplicate 
sources of supply; and for accelerating restoration of damaged facilities. 

Stockpiling and conservation.—This involves making recommendations on 
policies and operations in connection with stockpiling and conservation of copper, 
based on knowledge of industrial capacity, production, consumption, and in 
dustrial needs, Recominendations include opinions on stockpile goals, rate 
of stockpiling, and so forth, with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

The Department's program designed to foster, promote, and develop United 
States industry and commerce.—This involves serving as the focal point for 
these industries within the Government and advising the Administrator and the 
Secretary of Commerce on policies and actions for carrying out the Depart 
ment’s programs. It involves participating with industry in advocating na- 
tional economic policies designed to promote industrial expansion and business 
progress at home and abroad; developing plans to prevent and alleviate busi- 
ness recessions; proposing policies to promote business stability and progress: 
providing information, guidance and judgments on industry affairs and work- 
ing closely with industry associations in representing business in Government. 
It involves providing information to business on production, sales, and inven- 
tories ; developing in collaboration with business and other Government agencies, 
statistical series adequate to meet requirements of both Government and busi 
ness ; assembling and distributing economic data useful to business in expanding 
markets at home and abroad; publishing industry information useful to business 
and the general public; and representing and assi&Sting industry in its relations 
with other departments and agencies of the Government. 
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vision and guidance received 

The Director serves under the broad general direction of the Administrator 
wnd/or the Deputy Administrator. Coordinative guidance and staff leadership 

e available from the Assistant Administrator for the industry group. The 
\irector is expected to exercise initiative and judgment in determining what 

ojects should be undertaken, how they should be organized, and the propriety of 
he work. Specific instructions. with réspect to the administration of the Di- 
vision are seldom available. The guides are characteristically in the nature of 
legislation, budgetary limitations, and expressed or implied policies of the 
agency. 


ental demands 


The incumbent should have a broad industry background with intimate knowl- 
edge of the problems of as many industries as possible. While many of the basic 
problems may be the same, the wide variation between the numerous segments 
of the industry and their fabricating practices increases the complexity of proper 
( tion and administration of the Division’s functions. The policy of rotating 
Division directors from different segments of the copper industry on a WOC 
basis makes it desirable to select men who are able to quickly grasp new concepts, 

tations, and apply previous experience to entirely new and novel situations. 

» incumbent should also have the confidence and respect of the various seg- 

uts of the copper industry assigned to this Division. 

sonal work contacts 


I 


Che incumbent establishes and maintains continuing liaison with top executives 
of Government, industry, trade associations, and the technical and trade press 
for the copper industry. Personal contacts and the establishment of cooperative 
working relationships with top echelon industrialists is a primary responsibility 

this position in the interest of protecting the economy of copper producing 
and fabricating industries. Contacts are for the purpose of keeping informed 
on the latest developments and trends in the copper industry, providing assist- 

ce in the solution of problems, or gaining econeurrence in proposed actions that 
are vital to the agencies’ programs. 


Seope and effect of work 

There is virtually no industry in the United States which is not dependent on 
the use of copper in some form. The control of copper, steel, and aluminum auto- 
matically sets a level on the consumption of all other products. In addition to its 
use for alloying aluminum and steel, copper is used either alone or as the base 
of an alloy in virtually every industry. Copper alloy foundry products are es- 
sential to the shipbuilding program; one of the more important uses of brass 
mill products is in the manufacture of cartridge cases; for electrical conductivity 
copper wire mill products more essential; and the generation, transmission, and 
consumption of electrical energy is almost completely dependent upon copper. 


Exutisir B-22 
CHARLES M. Srvuart, Drrecror, GENERAL INDUSTRIAL EQUIPMENT DIVISION 


Allocation by: a. Civil Service Commission. 

Class title of position: Established in accordance with section 710 (b) of the 
Defense Production Act and section 101 (a) of EO 10647. 

b. Department, agency, or establishment : Director, General Industrial Equip- 
ment Division. Class, series: WOC. 

c. Bureau: Director, General Industrial Equipment Division. Class, series: 
woc. 

16. Description of duties and responsibilities (see Guide to Position Classifiers, 
Employees, and Supervisors for the Preparation of Position Descriptions, stand- 
ard form No. T5A): 


NATURE AND PURPOSE OF WORK 
Introduction 
The Director of the General Industrial Equipment Division is responsible for 


administering the business and defense services program as it pertains to the 
industries under the jurisdiction of the Division. 
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Duties 


The Director is responsible for establishing the organization as well as the 
operating plans, recommendations, and procedures needed to achieve the objec. 
tives of the Division. Incumbent shall, when policy matters are involved, be 
limited to advising appropriate full-time salaries Government officials who are 
responsible for making policy decisions. 

Administers and directs the following functions of the Division: 

Defense materials system.—This is a control system for assuring that the pro. 
duction and construction schedules of the Department of Defense and the Atomic 
Energy Commission remain on schedule and a system for spreading the military 
production impact equitably over affected industries. Under this system, set. 
asides and directives on the production of specified materials to meet defense 
requirements are issued. Also, under DMS, priorities and directives are issued 
whenever such may be needed and requested by the Military Establishment and 
AEC to insure that production and delivery of military and Atomic Energy 
Commission requirements are met on schedule. 

Mobilization readiness program.—This program’s overall objective is to develop 
a mobilization plan that lies within the Nation’s materials and physical resources 
and generates the maximum military power that these resources can support, 
with due consideration of the needs and contribution of the rest of the free world. 
This involves (1) studies and investigations in collaboration with other Govern. 
ment agencies and with industry, to determine the production potential of indus- 
try to meet all-out mobilization requirements; (2) identification, where possible, 
of serious deficiencies in industrial capacity that will be needed in time of emer- 
gency; (3) recommendations for tax amortization and loans in connection 
with the expansion of industrial capacity needed to meet current defense produc- 
tion goals as well as mobilization requirements (such recommendations in every 
instance to be made by full-time career employees) ; and (4) maintaining and 
keeping up-to-date industrial information that would be essential in the event 
it is necessary in the future to impose production and/or materials controls 
on the economy for defense purposes. 

The post attack program.—This is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of postat- 
tack plans. It involves pointing up specific measures which should be taken in 
this connection with especially critical and vulnerable industries and serves as 
a clearinghouse for ideas within the assigned industries. It involves making 
suggestions for dispersion, deconcentration, and protective construction; for 
transfer of production to undamaged facilities; for development of duplicate 
sources of supply; and for accelerating restoration of damaged facilities. 

Stockpiling and conservation.—This involves making recommendations on poli- 
cies and operations in connection with stockpiling and conservation, based on 
knowledge of industrial-capacity, production, consumption, and industrial needs. 
Recommendations inelude opinions on stockpile goals, rate of stockpiling, etc., 
with due consideration to the effect on defense and civilian productivu and the 
stability of the industry. 

The Department's program designed to foster, promote, and develop United 
States industry and commerce.—This involves serving as the focal point for these 
industries within the Government and advising the Administrator and the Sec- 
retary of Commerce, policies and actions for carrying out the Department’s pro- 
grams. It involves participating with industry in advocating national policies 
designed to promote industrial expansion and business progress at home and 
abroad; developing plans to prevent and alleviate business recessions; proposing 
policies to promote business stability and progress; providing information, guid- 
ance, and judgments on industry affairs and working closely with industry and 
industry associations in representing business in Government. It involves pro- 
viding information to business on production, sales, and inventories; developing 
in collaboration with business and other Government agencies, statistical series 
adequate to meet requirements of both Government and business; assembling 
and distributing economic data useful to business in expanding market at home 
and abroad; publishing industry information useful to business and the gen- 
eral public; and representing and assisting industry in its relations with other 
departments and agencies of the Government. 


Supervision and guidance received 


The Director serves under the broad general direction of the Administrator 
and/or Deputy Administrator. Coordinative guidance and staff leadership is 
available from the Assistant Administrator for the industry group. The Director 
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is expected to exercise initiative and judgment in determining what projects 
should be undertaken, how they should be organized, and the propriety of the 
work. Specific instructions with respect to the administration of the Division 
are seldom available. The guides are characteristically in the nature of legisla- 
tion, budgetary limitations, and expressed or implied policies of the agency. 


ental demands 


The incumbent should have a broad industry background with intimate 
knowledge of the problems of as many industries as possible. While many of the 
basic problems may be the same, the side variation between industries and their 
manufacturing practices increases the complexity of proper direction and admin- 
istration of the Division’s functions. The policy of rotating division directors 
from different industries on a WOC basis makes it desirable to select men who 
are able to quickly grasp new concepts, limitations, and apply previous experi- 
ence to entirely new and novel situations. The incumbent should also have 
the confidence and respect of the various industries assigned to this Division. 


Personal work contacts 


The incumbent establishes and maintains continuing liaison with top execu- 
tives of government, industry, trade associations, and the technical and trade 
press for the general industrial equipment industries. Personal contacts and 
the establishment of cooperative working relationships with top echelon indus- 
trialists is a primary responsibility of this position in the interest of protecting 
the economy of manufacturing and construction industries. Contacts are for 
the purpose of keeping informed on the latest developments and trends in the 
general industrial equipment industries field, providing assistance in the solution 
of problems, or gaining concurrence in proposed actions that are vital te the 
agencies programs. 

Nore.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other division director positions within BDSA 
allocated to industrial specialists GS—1150-17. 


Exursir B-23 


CorTLANDT VAN RENSSELAER, Deputy Director, ScreNtTIF1c, MorTiIon 
PICTURES, AND PHOTOGRAPHIC PRopUCTS DIVISION 


Allocation by : a. Civil Service Commission. Class title of position : Established 
in accordance with section 710 (b) of the Defense Production Act and section 
101 (a) of Executive Order 10647. 

b. Department, agency, or establishment: Deputy Director, Scientific, Motion 
Picture, and Photographic Products Division. Class, series: WOC. 

c. Bureau: Deputy Director, Scientific, Motion Picture, and Photographic 
Products Division. Class, series : WOC. 

16. Deseription of duties and responsibilities (see Guide to Position Classi- 
fiers, Employees, and Supervisors for the Preparation of Position Descriptions, 
standard form No. 75a) : 


Introduction 


The Deputy Director of the Scientific, Motion Picture, and Photographic 
Products Division is appointed on a 6-month basis. He assists the Director 
and other Division officials in the planning and direction of the Division’s pro- 
grams and in the development of overall plans leading to the accomplishment 
of the agency’s objectives. 


Duties 


As a member of the Division’s top executive staff, participates in the formu- 
lation of operating plans, recommendations, and procedures required in carry- 
ing out the following functions as they relate to the industries under the juris- 
diction of the Division. Incumbent shall, when policy matters are involved, 
be limited to advising appropriate full-time salaried Government officials who 
are responsible for making policy decisions. 

1. Priorities and directives—tThis is action which may be taken if necessary 
to sustain the production and construction programs of the Department of 
Defense and the Atomic Energy Commission. 

2. The mobilization readiness program.—The overall objective of this pro- 
gram is to develop a mobilization plan that lies within the Nation’s material 
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and physical resources and generates the maximum military power that these 
resources can support. 

3. The postattack program.—This is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 
attack plans. 

4. Stockpiling and conservation.—This involves making recommendations on 
policies and operations, based on knowledge of industrial capacity, production, 
consumption, and industrial needs. 

5. The Department’s program to foster, promote, and develop United States 
industry and commerce.—This involves serving as the focal point for these in- 
dustries within Government and advising the Administrator and Secretary of 
Commerce on policies and actions for carrying out the Department’s programs, 
and participating with industry in advocating national economic policies de- 
signed to promote industrial expansion and business programs at home and 
abroad. 

Maintains close liaison with all segments of the industries under the jurisdic 
tion of the Division in order to keep informed of developments and problems, 
to secure industry views and suggestions, to assure full consideration of in- 
dustry problems, and to obtain complete industry cooperation in the defense 
and mobilization work of the Division and the agency. 

Attends, addresses, and otherwise participates in industry trade association 
meetings and conventions, reflecting policies and services of the Department of 
Commerce and enlisting the cooperation of industry in fulfilling agency and 
department programs. 

Supervision and guidance received 

The position of Deputy Director of this Division is established on a WOC 
basis and is rotated among executives on loan from industry for periods of 
approximately 6 months. The Deputy Director serves under the general policy 
direction of the Division Director who is a Government career employee. He 
supplies the industry viewpoints as they apply to the scientific, motion picture, 
and photographic products industries, and serves as industry adviser on Divi- 
sion programs and on Government methods and procedures related thereto 

Note.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other deputy director positions within BDSA 
allocated to industrial specialist GS—1150-16. 


Exnhisit B-24 
Roger F. WaINnbLe, Curer, CASTINGS BrRaNcH, Iron AND Street Division 


Allocation by: a. Civil Service Commission. Class title of position: Estab- 
lished in aceordance with section 710 (b) of the Defense Production Act and 
section 101 (a) of Executive Order 10182. 

b. Department, agency, or establishment: Chief, Castings Branch. Class, 
series: WOC 

ce. Bureau: Chief, Castings Branch. Class, series: WOC. 

e. Recommended by initiating office: Duties and responsibilities comparable 
to those established under the Classification Act of 1949. 


I. NATURE AND PURPOSE OF WORK 


A. Introduction 


This position is that of Chief of the Castings Branch, Iron and Steel Division, 
Business and Defense Services Administration. The Branch conducts research 
and analysis on the various economic and industrial phases of the iron and 
steel castings industries, and advises regarding the degree and type of Govern- 
ment control to be exercised over the production, distribution, and supply of 
iron and steel castings or required by the defense materials system and adminis- 
ters priorities programs in accordance with the provision of the Defense Act 
of 1950. 

The incumbent serves as adviser on all matters relating to planning and de- 
velopment of allocations and production programs with respect to gray iron, 
malleable, iron, carbon steel, low alloy, armor, high alloy of both corrosive and 
heat resistant (stainless steel castings). .There are 2,962 gray foundries, 114 
malleable-iron foundries, 364 steel foundries and about 100 high-alloy foundries 
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in the ferrous-eastings industry. Their combined dollar value of shipments 
amounted to approximately $6 billion for year of 1952. 

The incumbent assumes the responsibility, direction and supervision of one 
industrial specialist (castings) and one clerk-stenographer. 
- Incumbent shall, when policy matters are involved, be limited to advising 
appropriate full-time salaried Government officials who are responsible for 
making policy decisions. 
RB. Duties 

Based upon a broad and extensive knowledge of the operations, methods, and 
practice of the ferrous-foundry industry, and the ability to administer critical 
nrograms relating to the control of production and the distribution of materials 
and resources ; performs duties illustrated by the following: 

(1) The ineumbent is responsible for the development of data on all 
aspects of this segment of industry; gray-iron foundries, malleable-iron 
foundries, carbon and low alloy foundries, high-alloy foundries, and found- 
ries that could produce armor castings. Such information and data per- 
tain to plant capacities, production, and backlog of unfilled orders, inven- 
tories and requirements for production materials and MRO supplies, opera- 
tional details, geographic areas served, and other information pertinent to 
present and anticipated defense programs. The incumbent must evaluate 
this information in the light of current and future needs. 

(2) Ineumbent serves as Government presiding officer of four castings 
industry advisory committees, which includes the entire ferrous-castings 
industry. In this capacity, keeps industry advised on the national supply 
and demand picture; advises and gains their concurrence on control pro- 
grams planned, and furnishes technical assistance and advice on produc- 
tion planning and scheduling; also advises the group in regard to the status 
of supply of their products and the effect existing and planned controls will 
have on their operations and future planning. 

(3) Incumbent serves as Government presiding officer of the heavy steel 
casting industry advisory task group, for the purpose of handling special 
problems of the industry, which findings and recommendations are sub- 
mitted to the entire Industry Advisory Committee. 

(4) Ineumbent may be called upon to attend other Industry Advisory 
Committee meetings, such as: foundry-equipment manufacturers, valve and 
fittings manufacturers, turbine and pump manufacturers, metalworking- 
press manufacturers, crane manufacturers, to name a few. Presence at such 
meetings is necessary to keep various industries informed on current and 
future supply and demand situations as affected by ferrous castings. 

(5) Incumbent may be called upon to attend meetings with the Department 
of Defense and Atomic Energy Commission regarding special program 
requirements that might entail castings. In the past such programs as that 
for cast armor involved the establishment of expanded production facilities, 
the reactivation of Government-owned plants, expansion of privately owned 
plants, and the establishment of control and reporting procedures. 

The chief of this branch is responsible for the supervision of the branch’s 
personnel in such a manner as to promote the most efficient operation of each 
individual and of the branch as a whole. Inefficiency and other major per- 
sonnel problems are to be discussed with the Director. 


II, SUPERVISION AND GUIDANCE RECEIVED 


Works under the general direction of the Director of the Iron and Steel Divi- 
sion and his Deputy. 
ITI, PERSONAL WORK CONTACTS 


Frequent contact is made with other industry divisions or sections of BDSA; 
with other Government departments, such as Defense and Interior and various 
bureaus of the Department of Commerce. 

The successful prosecution of the work of the Castings Branch depends, largely, 
on personal contact and wide acquaintances with top management of individual 
companies within the industry. 


IV. SCOPE AND EFFECT OF WORK 


The incumbent advises regarding methods and procedures for increasing pro- 
duction, including the conversion and expansion of facilities, through investiga- 
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tion and analysis of problems confronting industry in accelerating defense pro- 
duction. (Such recommendations in every instance to be made by full-time, 
-areer employees. ) 

Develops and maintains contact with all elements of the industry for the pro- 
motion of better Government-industry relations, and to facilitate solution to 
problems affecting industry with regard to production-control measures. 

Promotes the present and future aims of EDSA through maintaining liaison 
not only with the ferrous castings industry, but with other Government agencies 
whose functions have a bearing on this industry’s preparedness. 


V. JOB REQUIREMENTS 


The chief of the branch must be experienced in the ferrous-castings industry 
in the field of metallurgy, operations, and distribution. He must be acquainted 
with the ranges and capacities of individual foundries, and to supplement this 
he must be familiar with the uses and requirements of end products. This 
knowledge permits him to intelligently handle the problems that arise. 

The incumbent must be well known in the industry and must have its confi 
dence to effectively carry out the work of the branch. A great deal of the work 
concerning spot directives and the apportioning of programs is more easily 
accomplished when the incumbent, representing Government, has the confidence 
of responsible personnel in the castings industry. 

Recency of industry experience is a prerequisite due to the sweeping changes 
in production methods, distribution practices, and technology in recent years. 

Note.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other commodity-industry analyst positions within 
BDSA allocated to GS-1151-15. 


Exureir B-25 
Rospert E. WIL_iAMs, Drrecror, COMMUNICATIONS EQUIPMENT DIVISION 


Allocation by: a. Civil Service Commission. Class, title, or position: Estab- 
lished in accordance with section 710 (b) of the Defense Production Act and sec- 
tion 101 (a) of Executive Order 10647. 

b. Department, agency, or establishment: Director, Communications Division 
Class, series: WOC. 

ce. Bureau: Director, Communications Division. Class, series: WOC. 

16. Description of duties and responsibilities (See Guide to Position Classi- 
fiers, Employees, and Supervisors for the Preparation of Position Descriptions, 
Standard Form No, 75A): 


NATURE AND PURPOSE OF WORK 
Introduction 


The Director of the Communications Division is responsible for administering 
the business and defense services programs as they pertain to the communica- 
tions, manufacturing, and operating industries (including radio, telephone, and 
telegraph industries). 

Duties 


The Director is responsible for establishing the organization as well as operat 
ing plans, recommendations, and procedures needed to achieve the objectives of 
the Division. Incumbent shall, when policy matters are involved, be limited 
to advising appropriate full-time salaried Government officials who are respon- 
sible for making policy decisions. 

Administers and directs the following functions of the Division: 

1. Priorities and directives.—This is action which may be taken if necessary 
to sustain the production and construction programs of the Department of De- 
fense and the Atomic Energy Commission. Priority ratings direct the delivery 
of specified quantities of types, shapes, and sizes of the three controlled mate- 
rials and provide for means to give preferential treatment to purchase orders, 
contracts, or other forms of procurement if necessary. Directive assistance 
is granted when delivery is required at an earlier date than that which can be 
satisfied by issuance of a priority rating. 

2. The mobilization readiness program.—The overall objective of this program 
is to develop a mobilization plan that lies within the Nation’s material and 
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sical resources and generates the maximum military power that these 
resources can support, with due consideration of the needs and contributions of 
he rest of the free world. This involved (a) studies and investigations, in 

iaboration with other Government agencies and with industry, to determine 
e productive potential of industry to meet all-out mobilization requirements ; 
identification, where possible, of serious deficiencies in industrial capacity 
hat will be needed in time of emergency; (c) recommendations for tax amortiza- 
mn and loans in connection with the expansion of industrial capacity needed 
eet current defense production goals as well as mobilization requirements 
such recommendations in every instance to be made by full-time, career em- 
ees); and (d) maintaining and keeping up to date industrial information 
would be essential in the event it is necessary in the future to impose 
eduction and/or materials controls on the economy for defense purposes. 

The postattack program.—tThis is a program for assisting industry advisory 
committees and other groups of industrial leaders in the development of post- 

ik plans. It involves pointing up specific measures which should be taken 
with especially critical and vulnerable industries and serving as a clearinghouse 

ideas within the industries under the jurisdiction of the Division. It in- 
volves making suggestions for dispersion, deconcentration and protective con- 
struction; for transfer of production to undamaged facilities; for development 
luplicate sources of supply; and for accelerating restoration of damaged 
facilities. 
|. Stockpiling and conservation.—This involves making recommendations on 
icies and operations, based on knowledge of industrial capacity, production, 
usumption and industrial needs. Recommendations include opinions on stock- 
pile goals, rate of stockpiling, etc., with due consideration to the effect on defense 
and civilian production and the stability of the industry. 

The Department's program designed to foster, promote, and develop United 
Niates industry and commerce—This involves serving as the focal point for 
those industries within Government and advising the Administrator and the 
Secretary of Commerce on policies and actions for carrying out the Department's 
programs. It involves participating with industry in advocating national eco- 
nomie policies designed to promote industrial expansion and business programs 

home and abroad; developing plans to prevent and alleviate business reces- 
sions; proposing policies to promote business stability and progress; providing 
information, guidance, and judgments on industry affairs and working closely 
with industry and industry associations in representing business in Govern- 
ment. It involves providing information to business on production, sales and 
inventories; developing in collaboration with business and other Government 
agencies, statistical series adequate to meet requirements of both Government 
and business; assembling and distributing economic data useful to business and 
the general ‘public: and representing and assisting industry in its relations with 
other departments and agencies of the Government. 
Supervision and guidance received 

The Director serves under the broad general direction of the Administrator 
and/or the Deputy Administrator. Coordinative guidance and staff leadership 
is available from the Assistant Administrator for the industry group. The Direec- 
tor is expected to exercise initiative and judgment in determining what projects 
should be undertaken, how they should be organized, and the propriety of the 
work. Specific instructions with respect to the administration of the Division 
are seldom available. The guides are characteristically in the nature of legis- 
lation, budgetary limitations, and expressed or implied policies of the agency. 


Personal work contacts 


Contacts are established and continuing liaison maintained with top officials 
of the Government and the industry. Contacts are for the purpose of persuading 
them to provide assistance in the solution of problems or gaining their concur- 
rence in proposed actions that are vital and important to the defense program. 

Norte.—This WOC position is in lieu of a full-time Classification Act position 
which would be comparable to other Division Director positions within BDSA 
allocated to industry specialist GS—-1170-17. 


(Exhibit C retained in committee files. ) 
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Exnisit D 


DEPARTMENT OF COMMERCE, 
OFFICE OF THE GENERAL CoUNS= 1, 
Washington, December 1, 1955 
Memorandum to: Heads of all bureaus employing WOC personnel under section 
710 (b) of the Defense Production Act. 
From : The General Counsel. 
Subject: WOC personnel under section 710 (b) of the Defense Production Act 
of 1950, as amended. 

The Defense Production Act was amended on August 9, 1955, to include new 
provisions applicable to WOC personnel. These provisions appear in section 
710 (b), the text of which is set forth in attachment A of this memorandum. 
Particular attention is directed to subsection 710 (b) (6), which requires the 
filing of statements by WOC appointees. 

On November 28, 1955, Executive Order No. 10647, dealing with appointments 
under the Defense Production Act, was signed. The text of the new Executive 
order appears in attachment B of this memorandum. Particular attention is di- 
rected to section 302 which deals with the filing of statements involving WOC 
appointees. 

Forms for use by WOC personnel in the submission of required information 
appear as attachments C and D of this memorandum. 

A number of questions have been asked regarding the application of the new 
provisions calling for submission of statements. Set forth as attachment E of 
this memorandum, in question-and-answer form, are our views with respect to 
points which may commonly arise. Additional questions may be submitted to 
the Office of the General Counsel. 

It is Suggested that you distribute copies of this memorandum to all present 
and prospective WOC personnel, as well as to appropriate staff officials, for their 
information and guidance. 


ATTACHMENT A. Section 710 (8) OF DEFENSE PropucTION AcT oF 1950, 
AS AMENDED 


(b) (1) The President is further authorized, to the extent he deems it 
necessary and appropriate in order to carry out the provisions of this act, and 
subject to such regulations as he may issue, to employ persons of outstanding 
experience and ability without compensation ; 

(2) The President shall be guided in the exercise of the authority provided in 
this subsection by the following policies : 

(i) So far as possiblé, operations under the act shall be carried on by full-time, 
salaried employees of the Government, and appointments under this authority 
shall be to advisory or consultative positions only. 

(ii) Appointments to positions other than advisory or consultative may be 
made under this authority only when the requirements of the position are such 
that the incumbent must personally possess outstanding experience and ability 
not obtainable on a full-time, salaried basis. 

(iii) In the appointment of personnel and in assignment of their duties, the 
head of the department or agency involved shall take steps to avoid, to as great 
an extent as possible, any conflict between the governmental duties and the 
private interests of such personnel. 

(3) Appointees under this subsection (b) shall, when policy matters are 
involved, be limited to advising appropriate full-time salaried Government officials 
who are responsible for making policy decisions. 

(4) Any person employed under this subsection (b) is hereby exempted, with 
respect to such employment, from the operation of sections 281, 283, 284, 434, 
and 1914 of title 18, United States Code, and section 190 of the Revised Statutes 
(5 U.S. C. 99), except that— 

(i) Exemption hereunder shall not extend the negotiation or execution, by 
such appointee, of Government contracts with the private employer of such 
appointee or with any corporation, joint stock company, association, firm, partner- 
ship, or other entity in the pecuniary profits or contracts of which the appointee 
has any direct or indirect interest ; 

(ii) Exemption hereunder shall not extend to making any recommendation 
or taking any action with respect to individual applications to the Government 
for relief or’assistance, on appeal or otherwise, made by the private employer of 
the appointee or by any corporation, joint stock company, association, firm, 
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partnership, or other entity in the pencuniary profits or contracts of which the 
appointee has any direct or indirect interest ; ’ 

(iii) Exemption hereunder shall not extend to the prosecution by the ap- 
pointee, or participation by the appointee in any fashien in the prosecution, of 
any claims against the Government invelving any matter concerning which the 
appointee had any responsibility during his employment under this subsection, 
during the period of such employment and the further period of 2 years after 
the termination of such employment; and 

(iv) Exemption hereunder shall not extend to the receipt or payment of 
salary in connection with the appointee’s Government service hereunder from 
any souree other than the private employer of the appointee at the time of his 
appointment hereunder. ; 

(5) Appointments under this subsection (b) shall be supported by written 
certification by the head of the employing department or agency 

(i) That the appointment is necessary and appropriate in order to carry out 
the provisions of the act; 

(ii) That the duties of the position to which the appointment is being made 
require outstanding experience and ability; 

(iii) That the appointee has the outstanding experience and ability required 
by the position; and 

(iv) That the department or agency head has been unable to obtain a person 
with the qualifications necessary for the position on a full-time, salaried basis. 

(6) The heads of the departments or agencies making appointments under this 
subsection (b) shall file with the Division of the Federal Register for publication 
in the Federal Register a statement including the name of the appointee, the 
employing department or agency, the title of his position, and the name of his 
private employer, and the appointee shall file with such Division for publication 
in the Federal Register a statement listing the names of any corporations of 
which he is an officer or director or within 60 days preceding his appointment 
has been an officer or director, or in which he owns, or within 60 days preceding 
his appointment has owned, any stocks, bonds, or other financial interests, and 
the names of any partnerships in which he is, or was within 60 days preceding his 
appointment, a partner, and the names of,any other businesses in which he 
owns, or within such 60 day period has owned, any similar interest. At the end 
of each succeeding 6-month period, the appointee shall file with such Division for 
publication in the Federal Register a statement showing any changes in such 
interests during such period. 

(7) At least once every 3 months the Chairman of the United States Civil 
Service Commission shall survey appointments made under this subsection and 
shall report his findings to the Preident and the Joint Committee on Defense 
Production and make such recommendations as he may deem proper. 

(8) Persons appointed under the authority of this subsection may be allowed 
transportation and not to exceed $15 per diem in lieu of subsistence while away 
from their homes or regular places of business pursuant to such appointment. 


ATTACHMENT B. EXxECuTIve ORpER No. 10647 


Providing for the appointment of certain persons under the Defense Production 
Act of 1950, as amended 


sy virtue of the authority vested in me by the Defense Production Act of 
1950 (64 Stat. 798), as amended (50 U. 8. C. App. 2061 et seq.), hereinafter 
referred to as the Act, it is hereby ordered as follows: 


PART I—DELEGATION OF AUTHORITY 


SecTION 101. (a) There is hereby delegated to the head of each department or 
agency to whom functions are delegated or assigned under the Act the authority 
vested in the President by subsection 710 (b) (1) of the Act to employ persons 
of outstanding experience and ability without compensation. The authority 
delegated by this subsection shall not be redelegated. 

(b) There is hereby further delegated to the head of each such department or 
agency the authority vested in the President by subsection 710 (c) of the Act 
to employ experts and consultants or organizations thereof. The authority 
delegated by this subsection shall not be redelegated. 

Sec. 102. The head of each department or agency to whom authority is 
delegated by subsections 101 (a) and 101 (b) of this order shall be guided in 
the exercise of that authority by the following-described policies: 
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(a) So far as possible, operations under the Act shall be carried on by full- 
time, salaried employees of the Government, and appointments under this 
authority shall, so far as possible, be to advisory or consultative positions only. 

(b) Appointments to positions other than advisory or consultative may be 
made under this authority only when the requirements or the position are such 
that the incumbent must personally possess outstanding experience and ability 
not obtainable on a full-time, salaried basis. 

(c) In addition to other requirements imposed by this order, the head of the 
department or agency involved shall, in the appointment of personnel and in 
assignment of their duties, take steps to avoid, to as great an extent as possible, 
any conflict between the Government duties and the private interests of such 
personnel. 

Sec. 108. (a) All persons appointed pursuant to the authority delegated by 
subsection 101 (a) of this order, or appointed pursuant to the authority delegated 
by subsection 101 (a) of Executive Order No. 10182 of November 21, 1950, as 
amended by Executive Order No. 10205 of January 16, 1951, and still employed 
on the date of this order, shall, when policy matters are involved, be limited to 
advising appropriate, full-time Government officials who are responsible for 
making policy decisions. 

(b) All persons appointed pursuant to the authority delegated by subsection 
101 (b) of this order, or appointed pursuant to the authority delegated by sub- 
section 101 (b) of the said Executive Order No. 10182, as amended, and stil] 
employed on the date of this order, shall, when policy matters are involved, 
be limited to advising appropriate persons who are responsible for making policy 
decisions or who are authorized to make recommendations with respect to policy 
matters. 


PART LI—EXEMPTIONS 


Sec. 201. Any person employed pursuant to the authority delegated by sub- 
section 101 (a) of this order is exempted, with respect to such employment, 
by section 710 (b) (4) of the Act from the operation of sections 281, 283, 284, 
434, and 1914 of title 18 of the United States Code, and section 190 of the Revised 
Statutes (5 U. S. C. 99), except that: 

(a) Exemption thereunder does not extend to the negotiation or execution, 
by such appointee, of Government contracts with the private employer of such 
appointee or with any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(b) Exemption thereunder does not extend to making any recommendation 
or taking any action with respect to individual applications to the Government 
for relief or assistance, on appeal or otherwise, made by the private employer 
of the appointee or by any corporation, joint stock company, association, firm 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(c) Exemption thereunder does not extend to the prosecution by the appointee, 
or participation by the appointee in any fashion in the prosecution of any claims 
against the Government involving any matter concerning which the appointee 
had any responsibility during his employment under subsection 101 (a) of this 
order during the period of such employment and the further period of two years 
after the termination of such employment; and 

(d) Exemption thereunder does not extend to the receipt or payment of salary 
in connection with the appointee’s Government service from any source other 
than the private employer of the appointee at the time of his appointment under 
subsection 101 (a) of this order. 

Sec. 202. Any person employed pursuant to the authority delegated by sub- 
section 101(b) of this order is hereby exempted, with respect to such em- 
ployment, from the operation of sections 281, 283, and 284 of title 18 of the 
United States Code, and section 190 of the Revised Statutes (5 U. S. C. 99), 
except that: 

(a) Exemption hereunder shall not extend to the negotiation or execution, 
by such appointee, of Government contracts with the private employer of such 
appointee or with any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(b) Exemption hereunder shall not extend to making any recommendation 
or taking any action with respect to individual applications to the Government 
for relief or assistance, on appeal or otherwise, made by the private employer 
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of the appointee or by any corporation, joint stock company, association, firm, 
nartnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest; and 

-(c) Exemption hereunder shall not extend to the prosecution by the ap- 
pointee, or participation by the appointee in any fashion in the prosecution, 
of any claims against the Government involving any matter concerning which 
the appointee had any responsibility during his employment under subsection 
101(b) of this order during the period of such employment and the further period 
of two years after the termination of such employment. 


PART IlTI-—CERTIFICATIONS, STATEMENTS, AND REPORTS 


Sec. 801. (a) Appointments made pursuant to the authority delegated by 
subsection 101(a) of this order shall be supported by written certification by 
the head of the employing department or agency : 

(1) That the appointment is necessary and appropriate in order to carry 
out the provisions of the Act; 

(2) That the duties of the position to which the appointment is being 
made require outstanding experience and ability; 

(3) That the appointee has the outstanding experience and ability re- 
quired by the position; and 

(4) That the department or agency head has been unable to obtain a 
person with the qualifications necessary for the position on a full-time, 
salaried basis. 

(b) The certification required by subsection (a) of this section shall be ac- 
companied by a statement : 5 

(1) Describing the function under the Act which the appointee is ex- 
pected to perform and his responsibilities and duties in performing such 
functions ; 

(2) Showing why the head of the department or agency has concluded 
that the duties of the position require outstanding experience and ability; 

(3) Showing the appointee’s experience and accomplishments which 
justify the conclusion of the head of the department or agency that the 
employee has outstanding experience and ability ; and 

(4) Setting forth a summary of the reasons why the head of the de- 
partment or agency has been unable to obtain a person with the qualifica- 
tions necessary for the position on a full-time, salaried basis. 

Sec. 302. (a) The heads of departments or agencies making appointments 
pursuant to the authority delegated by subsection 101(a) of this order shall, 
within thirty days from the date of appointment, file with the Federal Register 
Division for publication in the Federal Register a statement including: 

(1) The name of the appointee; 

(2) The name of the employing department or agency ; 

(3) The title of the appointee’s position ; and 

(4) The name of the appointee’s private employer or employers. 

(b) All persons appointed pursuant to the authority delegated by subsection 
101(a) of this order shall, within thirty days from the date of the appoint- 
ment, file with the Federal Register Division for publication in the Federal 
Register a statement listing: 

(1) The names of any corporation of which he is, or within 60 days 
preceding his appointment has been, an officer or director ; 

(2) The names of any corporation in which he owns, or within 60 days 
preceding his appointment has owned, any stocks, bonds, or other financial 
interests ; 

(3) The names of any partnerships in which he is, or within 60 days 
preceding his appointment has been, a partner; and 

(4) The names of any other businesses in which he owns, or within 60 
days preceding his appointment has owned, any similar interest. 

(c) At the end of each succeeding six-month period, the appointee shall file 
with the Federal Register Division for publication in the Federal Register a 
statement showing any changes in such interests during such period, 

(d) As used in this section: 

(1) The term “owns” or “has owed” refers to any legal or equitable, vested 
or contingent, interest, however held. The names of corporations, partner- 
ships, or other businesses in which a legal interest is owned by the appointee 
in a fiduciary capacity shall be listed only when any beneficiary is the spouse, 
parent, child, brother, or sister of the appointee. The names of corporations, 
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partnerships, or other businesses in which an equitable interest is owned by 

the appointee shall be listed only when the appointee controls, or participates 
in the control of, the legal interest. However, the name and nature of the 
legal interest shall be specified when the appointee owning an equitable 
interest does not control, or participate in the control of, the legal interest. 

(2) The term “other financial interests” includes any direct or indirect 
interests in the pecuniary profits or contracts of corporations, partnerships, 
or other businesses, including salaries, commissions, bonuses, options, retire- 
ment benefits, severance pay, or like interests, but excludes insurance policies 
of insurance companies in which the sole interest of the appointee is that 
policy. 

Sec. 303. Persons employed pursuant to the authority delegated by subsection 
101 (a) or 101 (b) of this order may be allowed transportation and not to exceed 
$15 per diem in lieu of subsistence while away from their homes or regular places 
of business pursuant to such appointment. Persons employed pursuant to the 
authority delegated by subsection 101 (b) of this order may also be compensated 
at rates not in excess of $50 per diem. 

Sec. 304. All appointments under 710 (b) (1) and 710 (c) of the Act shall be 
made under the terms of this order. All persons heretofore appointed under 
subsection 101 (a) of Executive Order No. 10182, as amended by Executive 
Order No. 10205, who are still employed on the date of this order shall comply 
with this Part, and, upon compliance, shall be deemed for all purposes to have 
been appointed under this order and to be subject to its provisions, including the 
provisions of subsections 302 (a) and 302 (b) relating to statements required 
thereby, except that statements relating to appointments made under subsection 
101 (a) of Executive Order No. 10182, as amended, shall be filed within thirty 
days from the date of this order. 

Sec. 305. (a) At least once every three months, the Chairman of the Civil 
Service Commission shall survey appointments made under the Act. 
shall include the following: 

(1) A determination whether a statement with respect to each person 
appointed pursuant to subsection 101 (a) of this order has been filed by 
the head of the department or agency concerned in accordance with the 
requirements of subsection 302 (a) of this order ; 

(2) A determination whether each person appointed pursuant to the said 
subsection 101 (a) has filed a statement in accordance with the require- 
ments of subsection 302 (b) of this order ; 

(3) A determination whether each person appointed pursuant to sub- 
section 101 (a) of this order who has served six months or more has filed a 
statement in accordance with the requirements of subsection 302 (c) of this 
order ; 

(4) A determination whether a statement with respect to each person 
appointed pursuant’to subsection 101 (a) of Executive Order No. 10182, as 
amended by Executive Order No. 10205, has been filed by the head of the 
department or agency concerned in accordance with the requirements of sec- 
tion 304 of this order ; 

(5) A determination whether each person appointed pursuant to subsec- 
tion 101 (a) of the said Executive Order No. 10182, as amended, has filed a 


statement in accordance with the requirements of section 304 of this order: 
and 


Such survey 


(6) An inspection of individual department and agency files to determine 
whether the certifications and the statements required by subsections 301 (a) 
and (b), respectively, of this order have been made. 

(b) A report of each such survey shall be made by the Chairman of the Civil 
Service Commission to the President and to the Joint Committee on Defense 
Production and shall include the following: 

(1) A statistical report showing the number of appointments made pur 
suant to the authority of this order by each department or agency for the 
three-month period covered, the total number of such appointees on the rolls 
of each department or agency, the number of employees serving in advisory 
or consultative positions, and the number of appointees who are serving in 
other than consultative or advisory positions ; 

(2) A list of the names of all appointees for whom the statements required 
by section 302 of this order have not been filed, and a list of the names of 
all appointees for whom the certification required by subsection 301 (a) of 
this order has not been made; and 








Or 
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(3) Such comments or recommendations as the Chairman of the United 
States Civil Service Commission may deem proper. 
Sec. 306. Executive Order No. 10182 of November 21, 1950, and Executive 
Order No. 10205 of January 16, 1951, are hereby revoked. 
Dwicut D. EISENHOWER. 
THE WHITE HowskE, November 28, 1955. 


ATTACHMENT C. REPORT OF APPOINTMENT AND STATEMENT OF FINANCIAL INTER- 
ESTS REQUIRED By SECTION 710 (b) (6) OF THE DEFENSE PRODUCTION ACT OF 
1950, AS AMENDED 


Report of appointment: 
1. Name of appointee: 
2. Employing agency: Department of Commerce, Business and Defense 
Services Administration. 
Date of appointment: 
Title of position: 
Name of private employer: 


Director of Personnel 
Statement of financial interests (Attach sheet(s) if necessary): 

6. Names of any corporations of which the appointee is an officer or director 
or within 60 days preceding appointment has been an officer or director, 
or in which the appointee owns or within 60 days preceding appoint- 
ment has owned any stocks, bonds, or other financial interests; any 
partnerships in which the appointee is, or within 60 days preceding ap- 
pointment was, a partner; and any other businesses in which the ap- 
pointee owns, or within 60 days preceding appointment has owned, any 
similar interest. 


(Signature of appointee) 


. 


ATTACHMENT D. STATEMENT OF CHANGES IN FINANCIAL INTERESTS REQUIRED BY 
Section 710 (b) (6) OF THE DEFENSE PROpUCTION AcT OF 1950, AS AMENDED 


Name of appointee: 
2. Employing agency: Department of Commerce, Business and Defense Servicas 
Administration. 
3. Date of appointment: 
. Title of position: 
Name of private employer: 

. Changes in names of any corporations of which the appointee is an officer or 
director or within 60 days preceding appointment has been an officer or di- 
rector, or in which the appointee owns or within 60 days preceding appoint- 
ment has owned any stocks, bonds, or other financial interests; any partner- 
ships in which the appointee is, or within 60 days preceding appointment 
Was, a partner; and any other businesses in which the appointee owns, or 
within 60 days preceding appointment has owned, any similar interest. 

A. Deletions: 

Bb. Additions: 


BT Te LET eee eee pe 
(Signature of appointee) 


ATTACHEMENT E. QUESTIONS AND ANSWERS 


1. Question. Must quantitative information be contained in the required 
statement? 

Answer. No. 

2. Question. Must an officer or director disclose what oflice or directcorship 
he holds? 

Answer. No. He must disclose only the name of the corporation in which he 
is or was an officer or director. 

3. Question. Must bank, building and loan, and similar deposits be listed? 


76559—56——_14 
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Answer. It is not necessary to list the names of the organizations. However, 
the words “bank deposits,” “building and loan deposits,” etc., should be in- 
cluded in the statement. 

4. Question. Must income or interest from rents or mortgages be listed? 

Answer. It is sufficient to state this fact without identifying the property 
from which rental or mortgage income or interest is derived. 

5. Question. Must shares of stock in a corporation owned by spouse and form- 
ing part of community property be listed? 

Answer. The name of the corporation in which the spouse owns shares should 
be listed. 

6. Question. Must the stock or other holdings of an investment trust or con- 
pany in which a WOC owns an interest be identified? 

Answer. No. It is sufficient to name the investment trust or company. 

7. Question. Must the private employer be listed if the appointee’s only finan- 
cial interest in the private employer is salary received from it? 

Answer. Yes. 

8. Question. The act requires filing of the names of corporations in which the 
employee is, or within 60 days preceding appointment has been, an “officer.” 
What is meant by “officer”? 

Answer. “Officer’’ is not defined in the law. The word does not have the same 
legal meaning in all jurisdictions. Hence no uniform definition can be given 
In general, it includes president, vice president, secretary and treasurer, and, in 
some States, general manager. The only safe rule that can be laid down is that 
for the purposes of this statute a person is an officer of a corporation if he is an 
officer under the law of the State of its incorporation. 

9. Question. The act also refers to partnerships in which appointee is a 
partner. How is the word “partner” to be understood? 

Answer. The word “partner” must be construed to include not only general 
partners, but all variations, such as special partners, limited partners, “silent” 
partners, and the like. 

10. Question. Where a corporation in which a WOC owns stock has subsidi- 
aries, must the subsidiaries be listed? 

Answer. Only if the WOC owns stocks, bonds, or other financial interests, as 
such, in the subsidiaries, or is an officer or director of such subsidiaries. 

11. Question. Must United States Government bonds be listed? 

Answer. No. 

12. Question. Must membership in social or country clubs be listed? 

Answer. No. 

13. Question. Must usual credit balances on current merchandise or charge 
accounts be listed? 

Answer. No. 

14. Question. Is it necessary for the required statements to be notarized, wit- 
nessed or otherwise authenticated? 

Answer. This is not required by the law. 

15. Q. Are there any legal penalties for incorrect or insufficient information? 

Answer. Yes, if such information is knowingly and willfully false. Section 
1001 of title 18, United States Code, provides as follows: 

“Statements or entries generally. 

“Whoever, in any matter within the jurisdiction of any department or agency 
of the United States knowingly and willfully falsifies, conceals, or covers up by 
any trick, scheme, or device a material fact, or makes any false, fictitious, or 
fraudulent statements or representations, or makes or uses any false writing 
or document knowing the same to contain any false, fictitious, or fradulent state- 
ment or entry, shall be fined not more than $10,000 or imprisoned not more than 5 
years, or both” (June 25, 1948, ch. 645, see. 1, 62 Stat. 749). 


ExuHrsit E 


UNITED SraTeEs DEPARTMENT OF COMMERCE, BUSINESS AND DEFENSE SERVICES 
ADMINISTRATION 


MANUAL OF ADMINISTRATIVE AND OPERATING INSTRUCTIONS 


Interim Procedure. 

Issuance date: December 22, 1955. 

Effective date: December 22, 1955. 

Subject: WOC appointments pursuant to the Defense Production Act. 
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SECTION 1. PURPOSE 


To establish the required processing procedure for WOC appointment 
ctLlOons. 
(2 To assign action responsibility for the various processing steps in con- 
nection with such appointments. 


SECTION 2. PROCEDURE FOR PROCESSING REQUESTS FOR APPOINTIVE ACTION FOR 
OPERATING POSITIONS 


01 The administrative staff, BDSA, will furnish and maintain on a current 
ssis for the Office of Personnel Management a list of BDSA operating positions 
which require that the incumbent personally possess outstanding experience and 
ability such as could be gained ordinarily only by recent experience in the in- 
dustry. The administrative staff will also notify the Office of Personnel Man- 
agement specifically of each anticipated vacancy at least 45 days in advance of 
the position becoming available for new incumbent by use of form WOC-~—1 (see 
attachment A). 

02 The Office of Personnel Management will conduct a continuous search 
for qualified candidates available for appointment on a full-time salaried basis 
mong (@) employees of the Department, (b) persons whose applications are 
on file with the Department, (c) persons whose applications are on file with the 
Civil Service Commission, and (d) persons available from other recruitment 
sources. 

03 If the Office of Personnel Management finds a candidate whom it be- 
lieves to be qualified and available on a full-time, salaried basis, it will notify the 
udministrative staff by memorandum. Application of such candidate will be 
referred to the appropriate industry division for consideration. If the candidate 
is qualified, his appointment will be processed in line with existing procedures 
for appointment of salaried personnel. If the candidate is not qualified, the 

ministrator, BDSA, will so advise the Director of Personne) by memorandum, 
giving detailed, specific reasons why the candidate is not considered qualified. 

04 If the Office of Personnel Management has not located a candidate whom 
it believes to be qualified and available on a salaried basis, it will evidence such 

ct by signing and returning to the BDSA administrative staff a copy of form 
WOC-1 within 5 days after receipt of notification of specific vacancy or as soon 
thereafter as practicable. The administrative staff will then authorize the 
appropriate Assistant Administrator and division director to proceed with 
negotiations to obtain from industry a qualified person to serve without com- 
pensation, For purpose of these negotiations a kit of informational material 
will be made available by the administrative staff. After a proposed candidate 
for WOC employment has been identified and has agreed to serve without com- 
pensation, the division director will be responsible for obtaining and submitting 
» the administrative staff the following documents completely executed by the 

yplicant: 

(a) Letter of agreement that applicant will if appointed submit within 
30 days from date of appointment a statement to be filed for publication in 
the Federal Register in accordance with the Defense Production Act and 
Executive Order 10647 (see attachment B, form WOC-2). 

(b) Two signed copies of Form 57, Application for Federal Employment. 
These forms must be completely executed. As a minimum, each position 
held during the past 15 years should be explained in detail in the spaces 
provided under item 16. It is not necessary to enter the exact amount of 
present salary or earnings; however, if the exact amount is not entered, 
a statement that present salary or earnings are equal to or in excess of the 
base salary of the position to which he is being appointed must be entered. 

(¢) Four copies of Form 86, Security Investigation Data for Sensitive 
Position, signed in duplicate. Every question on this form must be answered. 

(d) One copy of Form 87, Fingerprint Chart. If the applicant’s com- 
pany is not equipped for taking finger prints, assistance can be obtained 
from the local police office or any field office of the Civil Service Commission. 
If applicant is in Washington at the time this form is given to him, the 
prints can be taken by a representative of the Office of Personnel Manage- 
ment in room 5228, Commerce Building. The form should be signed both 
by the applicant and by the official taking the prints. All questions must 
he answered. 

5 In addition to furnishing the administrative staff with the forms exe- 
cuted by the applicant, specified in paragraph .04, the division director will 
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submit a memorandum to the Director of Administration requesting that the 
WOC candidate be appointed to the vacancy. This memorandum will include 
concise and specific statements with respect to the circumstances of this appoint. 
ment as follows: 

(a) Describing the functions under the Defense Production Act which 
the appointee is expected to perform and his responsibilities and duties ip 
performing such functions. This statement should be directed to the spe- 
cific programs of the division which will be carried out during the period 
of the employee’s incumbency. 

(b) Showing why it has been concluded that the duties of the position 
require outstanding experience and ability such as could be gained ordinar- 
ily only by recent experience in the industry. 

(c) Showing the appointee’s experience and accomplishments which jus- 
tify the conclusion that the employee has outstanding experience and ability 
such as could be gained ordinarily only by recent experience in the industry 

06 The administrative staff of BDSA will prepare and process in BDSA 
Form SF—52, Request for Personnel Action, and forward it to the Office of 
Personnel Management together with the following attachments: 

(a) “Certificate Concerning Appointment Without Compensation” re 
quired by section 710 (b) (5) of the Defense Production Act of 1950, as 
amended, appropriately signed by the Administrator. 

(b) Memorandum including concise and specific statements with respect 
to the circumstances of this appointment as follows: 

(1) Deseribing the functions under the Defense Production Act 
which the appointee is expected to perform and his responsibilities and 
duties in performing such functions. This statement should be directed 
to the specific programs of the division which will be carried out during 
the period of the employee’s incumbency. 

(2) Showing why it has been concluded that the duties of the posi 
tion require outstanding experience and ability such as could be gained 
ordinarily only by recent experience in the industry. 

(3) Showing the appointee’s experience and accomplishments which 
justify the conclusion that the employee has outstanding experience and 
ability such as could be gained ordinarily only by recent experience in 
the industry. 

(4) Referring to date of notification received from the Office of Per- 
sonnel Management in accordance with section 2.04 of this order. 

(c) Letter of agreement that applicant will if appointed submit within 30 
days from date of appointment a statement to be filed for publication in the 
Federal Register in accordance with the Defense Production Act and Execu 
tive Order No. 10647. 

(d) Two signed copies of completely executed form SF-57, Application 
for Federal Employment. 

(e) Four copies of completely executed Form 86, Security Investigation 
Data for Sensitive Positions. 

(f) One copy of executed form SF-87, United States Civil Service Com 
mission Fingerprint Chart. 

.07 The Office of Personnel Management will complete the appointment proc 
ess, and at an appropriate time prepare a memorandum to the Secretary for the 
joint signature of the Director of Personnel and the Administrator of BSDA 
containing the statement prescribed in section 301 (b) of Executive Order 10647 
and requesting the Secretary’s approval of the appointment. 


SECTION 3. PROCEDURE FOR PROCESSING REQUESTS FOR APPOINTIVE ACTION FOR WO 
CONSULTANTS AND EXPERTS (NONOPERATING POSITIONS) 


01 In carrying out the responsibilities under the Defense Production Act, it 
is often necessary for an industry division to utilize experts and consultants 
possessing outstanding experience and ability such as could be gained ordinarily 
only by recent experience in the industry. These consultants will be used both 
on an intermittent and occasional basis and for the performance of specific 
projects or industry programs. When it is determined that this type of advisor) 
or consultative position is required, the Office of Personnel Management will ! 
notified immediately. 

02 The Division Director concerned will submit a memorandum to the Direc- 
tor of Administration, including the following information: 
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(a) A brief description of the project or study or the functions under 
the Defense Production Act for which the adviser or consultant is required. 
This statement should be directed to the specific programs of the division 
on which the consultant will be working. 

(b) A statement explaining why the duties of the position require out- 
standing experience and ability such as could be gained ordinarily only by 
recent experience in the industry. 

(c) An estimate of the total man-days of employment which will be 
required and (to the extent practicable) when they will be required. 

(d) A statement of specific duties for purpose of job classification. 

This memorandum together with form WOC-3 (attachment C) will be for- 
warded to the Office of Personnel Management. 

03 It is usually important to obtain appointments expeditiously for consulta- 
tive and advisory positions of the type required in BDSA to carry out the re- 
sponsibilities under the Defense Production Act. The Office of Personnel Man- 
agement, through its continuous search for qualified candidates available for 
appointment on a salaried basis to operating positions, will be cognizant of the 
availability of any salaried employees for such appointment to advisory or con- 
sultative positions. 

04 Within 5 days after receipt of form WOC—3, or as soon thereafter as 
practicable, the Office of Personnel Management will notify the administrative 
staff by memorandum if a candidate has been found whom it believes to be 
qualified and available to accept appointment to the consultative or advisory 
position on a salaried basis. Application of such candidate will be referred to 
the appropriate industry division for consideration. If the candidate is quali- 
fied, his appointment will be processed in line with existing procedures for 
appointment of salaried personnel. If the candidate is not qualified, the Admin- 
istrator, BDSA, will so advise the Director of Personnel by memorandum, giving 
detailed, specific reasons why the candidate is not considered qualified. 

.05 If the Office of Personnel Management has not located a candidate whom 
it believes to be qualified and available on a salaried basis, it will evidence such 
fact by signing and returning to the BDSA administrative staff a copy of form 
WOcC-3 within 5 days after receipt of notification of specific vacancy, or as soon 
thereafter as practicable. The administrative staff will then authorize the 
appropriate assistant administrator and division director to proceed with nego- 
tiations to obtain from industry a qualified person to serve without compensation. 
For purpose of these negotiations a kit of informational material will be made 
available by the administrative staff. After a proposed candidate for WOC 
employment has been identified and has agreed to serve without compensation, 
the division director will be responsible for obtaining and submitting to the 
administrative staff the following documents completely executed by the appli- 
cant: 

(a) Letter of agreement that applicant will if appointed submit within 
30 days from date of appointment a statement to be filed for publication in 
the Federal Register in accordance with the Defense Production Act and 
Executive Order 10647 (see attachment B). 

(6) Two signed copies of Form 57, Application for Federal Employment. 
These forms must be completely executed. As a minimum, each position held 
during the past 15 years should be explained in detail in the spaces pro- 
vided under item 16. It is not necessary to enter the exact amount of pres- 
ent salary or earnings; however, if the exact amount is not entered, a 
statement that present salary or earnings are equal to or in excess of the 
base salary of the position to which he is to be appointed must be entered. 

(c) Four copies of Form 86, Security Investigation Data for Sensitive 
Position, signed in duplicate. Every question on this form must be answered. 

(@) One copy of Form 87, Finger Print Chart. If the applicant’s company 
is not equipped for taking fingerprints, assistance can be obtained from the 
local police office or any field office of the Civil Service Commission. If 
applicant is in Washington at the time this form is given to him, the prints 
can be taken by a representative of the Office of Personnel Management in 
room 5228, Commerce Building. The form should be signed both by the 
applicant and by the official taking the prints. All questions must be 
answered. 

06 In addition to furnishing the administrative staff with the forms executed 
by the applicant, specified in paragraph .05, the Division Director will submit a 
memorandum to the Director of Administration requesting that the WOC candi- 
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date be appointed to the position. This memorandum will include a statement 
showing the appointee’s experience and accomplishments which justify the con- 
clusion that the employee has outstanding experience and ability such as could 
*be gained ordinarily only by recent experience in the industry. 

.07 The administrative staff of BDSA will prepare and process in BDSA 
Form SF-52, Request for Personnel Action, and forward it to the Office of l’er. 
sonnel Management together with the following attachments: 

(a) “Certificate concerning appointment without compensation” required 
by section 710 (b) (5) of the Defense Production Act of 1950, as amended, 
appropriately signed by the Administrator. 

(b) Memorandum including concise and specific statements with respect 
to the circumstances of this appointment as follows: 

(1) Describing the functions under the Defense Production Act which 
the appointee is expected to perform and his responsibilities and duties 
in performing such functions. This statement should be directed to the 
specific programs of the Division on which the consultant will be 
working. 

(2) Showing why it has been concluded that the duties of the posi 
tion require outstanding experience and ability such as could be gained 
ordinarily only by recent experience in the industry. 

(3) Showing the appointee’s experience and accomplishments which 
justify the conclusion that the employee has outstanding experience 
and ability such as could be gained ordinarily only by recent experience 
in the industry. 

(4) Referring to date of notification received from the Office of Per- 
sonnel Management in accordance with section 3.05 of this order. 

(c) Letter of agreement that applicant will if appointed submit within 
30 days from date of appointment a statement to be filed for publication in 
the Federal Register in accordance with the Defense Production Act and 
Executive Order 10647. 

(d) Two signed copies of completely executed Form SF—57, Application 
for Federal Employment. 

(e) Four copies of completely executed Form SF-86, Security Investiga- 
tion Data for Sensitive Positions. 

(f) One copy of executed Form SF-87, United States Civil Service Com- 
mission Finger Print Chart. 

.OS The Office of Personnel Management will complete the appointment proc- 
ess, and at an appropriate time prepare a memorandum to the Secretary for the 
joint signature of the Director of Personnel and the Administrator of BDSA 
containing the statement prescribed in section 301 (b) of Executive Order 10647 
and requesting the Secretary’s approval of the appointment, 


SECTION 4. REVOCATION 


Any other orders, instructions, procedures, or parts thereof, the provisions of 
which are inconsistent or in conflict with the provisions of this instruction are 
hereby amended or superseded accordingly. 


ATTACHMENT A. Form WOC-1 


Date 
Memorandum to: Director of Personnel. 
From: Administrator, BDSA. 
Subject: Notice of Vacancy in Operating Position. 
The following position will become vacant in BDSA on or about 
_. aS a result of the current incumbent completing his tour of duty: 


Director, Iron and Steel Division, GS- 


We have no candidate to propose for appointment on a full-time, salaried 
basis. It is requested that you attempt to obtain from sources of recruitment 
available to your office a full-time, salaried applicant qualified for this position. 
In the event recruitment sources reveal no qualified persons available to serve 
in this position on a full-time, salaried basis, it is requested that you sign and 
return this memorandum indicating this fact in order that action may be insti- 
tuted to obtain the services of a qualified person on a WOC basis. 
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Notification that no qualified salaried employee is known to be available. 
The ‘recruitment sources of this Office reveal no qualified person available at 
this time. to serve in this position on a full-time, salaried basis. 


ATTACHMENT B. Form WOC-2 
AGREEMENT 


Section 710 (b) (6) of the Defense Production Act of 1950, as amended, is 
quoted as follows: 

‘(6) The heads of the departments or agencies making appointments under 
this subsection (b) shall file with the Division of the Federal Register for 
publication in the Federal Register a statement including the name of the 
appointee, employing department or agency, the title of his position, and the 
name of his private employer, and the appointee shall file with such division 
for publication in the Federal Register a statement listing the names of any 
corporations of which he is an officer or director or within 60 days preceding 
his appointment has been an officer or director, or in which he owns, or within 
60 days preceding his appointment has owned, any stocks, bonds, or other financial 
interests, and the names of any partnerships in which he is, or was within 60 
days preceding his appointment, a partner, and the names of any other businesses 
in which he owns, or within such 60-day period has owned, any similar interest. 
At the end of each succeeding 6-month period, the appointee shall file with such 
division for publication in the Federal Register a statement showing any changes 
in such interests during such period.” 

Section 302 (b) of Executive Order 10647 reads as follows: 

“(b) All persons appointed pursuant to the authority delegated by subsection 
101 (a) of this order shall, within 30 days from the date of the appointment, 
file with the Federal Register Division for publication in the Federal Register 
a statement listing: (1) The names of any corporation of which he is, or within 
60 days preceding his appointment has been, an officer or director; (2) the names 
of any corporation in which he owns, or within 60 days preceding his appointment 
has owned, any stocks, bonds, or other financial interests: (3) the names of 
any partnerships in which he is, or within 60 days preceding his appointment 
has been, a partner; and (4) the names of any other businesses in which he owns, 
or within 60 days preceding his appointment has owned, any similar interest.” 

I have reviewed the provisions of law and Executive order stated herein and 

ill comply with these requirements in the event my appointment to BDSA 
is consummated. 


(Signature) 


ATTACHMENT CC, Form WOC-3 


Memorandum to: Director of Personnel. 
From: Administrator, BDSA. 
Subject: Notice of vacancy in advisory or consultative position. 


The services of a qualified person are required for the following position 
in BDSA: 
Consultant, Metal Cutting Machinery—GS-15, Metalworking Equipment 
Division 


We have no candidate to propose for appointment on a full-time, salaried basis. 
it is requested that you attempt to obtain from sources of recruitment available 
to your office a full-time, salaried applicant qualified for this position. In the 
event recruitment sources reveal no qualified persons available to serve in this 
position on a full-time salaried basis, it is requested that you sign and return 
this memorandum indicating this fact in order that action may be instituted 
to obtain the services of a qualified person on a WOC basis. 

Notification that no qualified salaried employee is known to be available. 
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The recruitment sources of this office reveal no qualified person available at 
this time to serve in this position on a full-time salaried basis. 


(Date) 


POLICY AND REGULATIONS APPLICABLE TO WOC EMPLOYMENT 


1. So far as possible, operations under the Defense Production Act shall be 


carried on by full-time, salaried employees of the Government, and appointments 
under this authority shall be to advisory or consultative positions only. 

2. Appointments to positions other than advisory or consultative may be 
made under this order only when the requirements of the position are such that 
the incumbent must personally possess outstanding experience and ability not 
obtainable on a full-time salaried basis. 

5. In the appointment of personnel and in assignment of their duties, the 
head of the department or agency involved shall take steps to avoid, to as 
great an extent as possible, any conflict between the governmental duties and 
the private interests of such personnel. 

4. The requirements of the position must be such that the incumbent must 
personally possess outstanding experience and ability not obtainable on a full- 
time salaried basis. If the duties of the proposed employee are of an operating 
(as opposed to an advisory or consultative) nature, appointment may be made 
only after the Secretary of Commerce certifies that the duties require the out- 
standing experience and ability possessed by the proposed appointee, and that 
such experience and ability are not obtainable on a full-time salaried basis. 

5. The position involved must be classified at grade GS—15 or above. 

6. The proposed WOC employee must have an outside income in excess of 
$10,000 per annum and he must specify that he wishes to be employed without 
compensation. 

7. Non-Government employment of employees-without-compensation should be 
of such character as will not prove embarrassing to the authority or raise ques- 
tion that information gained through official means is being utilized for advance- 
ment of the employee's or his friends’ private interests. 

S. Appointment to a position without compensation does not prevent aecept- 
ance of appointment to another Government position to which compensation is 
attached. However, such other employment should not be incompatible with 
service required under WOC appointment. 

9. Persons who are paid representatives of a trade association will not be 
appointed on a without compensation basis. 

10. A determination must be made that any person to be appointed on a WOC 
basis meets the following conditions: 


a. Is not engaged in the practice of law; 

b. Is not engaged as, or is not employed by a private consultant; or 
e. Has not within 1 year prior to his proposed appointment as a WOC: 
(a) Changed materially his nongovernmental employment, or 

(6) Been convicted for engaging in monopolistic practices. 


Exursit F 


DEPARTMENT OF COMMERCE, 
3USINESS AND DEFENSE SERVICES ADMINISTRATION, 
December 23, 1955. 

Memorandum to: Assistant Administrators, Division Directors, and Deputy 

Directors. 
From: P. G. Asher, Director of Administration. 
Subject: Processing of WOC appointments pursuant to the Defense Production 

Act. 

Attached hereto is an interim procedure for processing of WOC appointments 
pursuant to the Defense Production Act. This procedure replaces the draft of 
the administrative instruction which was recently given to you at the staff meet- 
ings of the Assistant Administrators. Also attached is a statement of policy 
and regulations applicable to WOC employment. This statement of policy and 
regulations is an excerpt of the policy statement contained in NPA General 
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Administrative Instruction 204-6 and will continue to be the policy governing 
e employment of WOC’s until such time as a revised policy statement is issued. 
\]l future appointments of WOC’s to either operating positions or consultative 

sitions must comply strictly with this interim procedure. In addition, it will 

he necessary to complete the information required by this procedure as quickly 

s possible in connection with the appointments of WOC employees in process 
at the present time. 

The Assistant Attorney General, Antitrust Division, has also ruled that the 
requirements of Executive Order 10647 (the requirements set forth in the at- 
tached procedure) must be complied with on the appointment of all WOC em- 
ployees now on the rolls appointed since August 1, 1955. Accordingly, you 
should proceed immediately to prepare the necessary statements in connection 
with those employees. It is my understanding that the Civil Service Commission 
plans to conduct an audit pursuant to Executive Order 10647 early in January. 
it is, therefore, of the utmost importance that we complete all of the documents 
required by Executive Order 10647 as soon as possible. 


Exureit G 


DEPARTMENT OF COMMERCE, 
OFFICE OF PERSONNEL MANAGEMENT, 
Washington 25, D. C. 


EXEMPTIONS FROM CERTAIN CONFLICT OF INTEREST STATUTES 


In accordance with section 710 (b) of the Defense Production Act as amended, 
the President, by Executive Order 10647, has provided that persons employed 
under that section shall be exempted from certain conflict of interest statutes 
(namely, secs, 281, 283, 284, 484, and 1914 of title 18, U. S. C., and sec. 190 of the 
Revised Statutes (5 U. 8S. C. 99) ), except in certain cases as specified below. 

Accordingly, as an employee appointed under section 710 (b) of the Defense 
Production Act of 1950, as amended, you are exempted from the operation of 
the statutes mentioned in the preceding paragraph except as follows: 

1. Your exemption does not extend to the negotiation or execution of Govern- 
ment contracts with your private employer or with any corporation, joint stock 
company, association, firm. partnership, or other entity in the pecuniary profits 
or contracts of Which you haye any direct or indirect interests. 

2. Your exemption does not extend to making any recommendation or taking 
any action with respect to individual applications to the Government for relief 

‘assistance, on appeal or otherwise, made by your private employer or by any 
corporation, joint stock company, association, firm, partnership, or other entity 
in the pecuniary profits or contracts of which you have any direct or indirect 
interest, 

3. Your exemption does not extend to the prosecution by you, or participation 
by you in any fashion in the prosecution, of any claims against the Government 
involving any matter concerning which you had any responsibility during this 
employment, during the period of such employment and the further period of 2 
years after the termination of such employment. 

4. Your exemption does not extend to the receipt or payment of salary in con- 
nection with your Government service under this employment from any source 
other than your private employer at the time of this appointment. 

Receipt of a copy of this notice is hereby acknowledged. 


(Signature) (Date) 


Exuinit H 
UNITED STATES OF AMERICA, DEPARTMENT OF COMMERCE 


MANUAL OF OrDERS——PaRrT 1 


Department Order Noe. 77 (amended). 

Date of issuance: August 5, 1955. 

Hiffective date: August 5, 1955. 

Subject: Conflicts of interest and private business activities of officers and 
employees. 
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SECTION 1. PURPOSE 


.01 The purpose of this order is to outline the applicable statutory limita. 
tions and the regulations of the Department with regard to conflicts of interest 
and private business activities of officers and employees, thus providing (1) 
guidance to enable them to protect the good name of the Department, their 
associates, and themselves for integrity and fairness in carrying out the official] 
business of the Department, and (2) a system of regulation which can be ad- 
ministered intelligently and flexibly by the head of each bureau. 

.02 The Agency Inspection Staff established by Department Order No. 15s, 
is intended to help achieve this purpose, and all employees are urged to cooperate 
with the Agency Inspection Staff to the maximum extent. 


SECTION 2. POLICY OF THE DEPARTMENT 


01. Public Trust.—A public office is a public trust. No public officer can law- 
fully engage in business activities which are incompatible with the duties of 
his office. He cannot, in his private or official character, enter into engagements 
in which he has, or can have, a conflicting personal interest. He cannot allow 
his public duties to be neglected by the reason of attention to his private affairs 
(40 Op. A. G. 187, 190). The foregoing principles are applicable to all employees 
of the Department as well as to all officers of the Department, together with the 
more detailed statutory and regulatory limitations set forth in this order. In 
effect, these statutory and regulatory limitations do not add to the substance of 
the foregoing principles, but rather spell them out and are included in this order 
to provide further guidance based on past experience. 

02 Special Relationship to the Business Community.—The close and sensi- 
tive relationship between the Department of Commerce and the Nation’s business 
community calls for special vigilance on the part of all officers and employees 
to avoid even any appearance of impropriety. The regulations set forth in this 
order have been adopted in order to promote the efficiency of the service in the 
light of the particular ethical and administrative problems arising out of the 
work of the Department. 

03. Limitations on Private Business Activities or Interests.—It is the policy 
of the Department to place as few limitations as possible on private business 
activities or interests consistent with the public trust and the effective per- 
formance of the official business of the Department. There is no general statu- 
tory or regulatory limitation on the conduct of private business activities for 
compensation by officers or employees of the Department, when the private activ- 
ity is not connected with any business of the Government with which the employee 
may havea relationship by reason of his Government position. When the private 
business activity does not touch upon some such interest, it may be conducted 
if it falls outside the statutory limitations and regulatory limitations set forth 
in or pursuant to this order. 


SECTION 3, STATUTORY LIMITATIONS 


.01 Certain statutory limitations relating to private business activities for 
compensation, salaries from other sources, and gratuities which have Depart- 
mentwide application are cited and summarized in this section and are hereby 
adopted as administrative regulations of the Department. In case of doubt 
on any question of statutory application, the officer or employee should consult 
the text of the statute itself and should rely on legal counsel. 

1. Title 18, U. S. C., section 216, prohibits any officer or employee of the 
United States from receiving any consideration for procuring any contract 
with the United States. 

2. Title 18, U. 8. C., section 434, prohibits anyone who is an officer, member, 
or agent of any private concern, or who is directly or indirectly interested 
in its pecuniary profits or contracts, from acting on behalf of the United 
States in transacting business with the concern. 

3. Title 18, U. S. C., section 281, prohibits any officer or employee from 
receiving or agreeing to receive, any compensation for any services rendered 
by himself or another in relation to any proceeding, contract, claim, con- 
troversy, charge, or other matter in which the United States is directly or 
indirectly interested before any executive agency of the Government. 

4. Title 18, U. 8. C., section 283, prohibits any officer or employee from 


acting as agent or attorney, or assisting, in the prosecution of any claim 
against the United States. 
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5. Title 18, U. S. C., section 284, prohibits former officers and employees 
within two years after their employment by the United States Government 
ceases, from prosecuting, or from acting as counsel, attorney, or agent for 
processing, any claim against the United States involving any subject matter 
directly connected with which such person was employed or performed duty. 

6. Title 5, U. 8. C., section 99, prohibits officers and employees from prose- 
cuting any claim against the United States which was pending in any of 
the Departments during their employment, and prohibits them from aiding 
in the prosecution of such a claim for two years after such employment. 

7. Title 18, U. S. C., section 1914, prohibits any Government official or 
employees from receiving any salary for the services performed by him 
for the Government of the United States from any source other than the 
Government of the United States, except as may be contributed out of the 
treasury of any State, county, or municipality. 

8. Title 18, U. S. C., section 202, provides that any officer or employee who 
asks, accepts, or receives any bribe with intent to have his decision or action 
on any question, matter, cause, or proceeding which may at any time be 
pending, or which may by law be brought before him in his official capacity, 
or in his place of trust or profit, influenced thereby, shall be fined not more 
than three times the amount of money or value of the thing so asked, accepted 
or imprisoned not more than three years, or both, and shall ferfeit his 
government position and thereafter be disqualified from holding any office 
of honor, trust, or profit under the United States. 

.02. Some of the statutes described in Section 3.01 apply only partially to 
certain persons employed under section 710 (b) of The Defense Production Act 
of 1950, as amended (50 U. 8S. C. App. 2160 (b); Executive Order No. 10182 as 
amended by Executive Order No. 10205). 


SECTION 4. REGULATORY LIMITATIONS 


.01 The regulatory limitations set forth in this section cover private business 
transactions or private arrangements for personal profit including economic 
interests, and private speaking, writing, teaching and consultative services. 

1. Gratuities.—No officer or employee of the Department may, either indi- 
vidually or as a member of a group, directly or indirectly, ask, accept, or 
receive any gift, favor, service, loan or entertainment, which might rea- 
sonably be interpreted as tending in any degree to influence the performance 
of his official duties, from any person whom he may reasonably expect to 
be affected by the performance of his official duties, or with whom he has 
had, or reasonably may expect to have official relations. 

2. Interference with duties.—No officer or employee of the Department 
may engage, directly or indirectly, in any private business transaction or 
private arrangement for personal profit which tends in any way and/or 
in any substantial degree to interfere with the performance of his duties 
in the Department. 

3. Discredit, criticism, or embarrassment to the Department.—No officer 
or employee of the Department may engage, directly or indirectly, in any 
private business activity or private arrangement for personal profit which 
may reasonably be expected to reflect discredit on the Department or be- 
come a source of criticism or embarrassment to the Department. 

4. Capitalization of official position, information, or resources.—No officer 
or employee of the Department may engage, directly or indirectly, in any 
private business transaction of private arrangement for personal profit 
which involves or permits the capitalization of his official title, by himself 
or others, or which may reasonably be construed by the public as accruing 
from, being based upon, or utilizing, his official position or authority, or 
resources or information not available to the general public, to which he 
has access by reason of his position or authority. (With regard to use of 
official title in speaking, writing, or teaching, see Section 6.08 3) 

5. Prejudice to impartial iudgment.—No officer or employee of the De- 
partment may engage, directly or indirectly, in any private business activity 
or private arrangement for personal profit which may reasonably be ex- 
pected to result in a conflict of interest which would tend to prevent him from 
exercising impartial Judgment on behalf of the Department. 

6. Disqualification when impartial judgment may be prejudiced.—No of- 
ficer or employee of the Department may participate in or attempt to in- 
fluence in any way, directly or indirectly, any official transaction, or nego- 
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tiations relating thereto, or decision which affects chiefly any private person 
or organization (1) by whom he has been employed or with whom he has 
had any substantial economic interest within two years prior to the time 
of such transaction of business, (2) with whom he has any substantia 
economic interest at the time of such transaction or decision, or (3) with 
whom he has arranged or is negotiating for subsequent employment 6 
business relations, except with express prior authorization as provided for 
in Section 6. 

7. Disclosure of commercial or economic information —No officer or ep 
ployee of the Department may divulge any restricted commercial or eco 
nomic information to any unauthorized person; release any commercial or 
economic information in advance of the time prescribed for its authorized 
issuance; or make use of, or permit others to make use of, any commercig| 
or economic information for private purposes on a basis of advantage no 
available to the general public. 

8. Speculation.—No officer or employee of the Department may participat 
directly or indirectly in any transaction concerning the purchase or sale of 
corporate stocks or bonds or commodities for speculative purposes, as dis 
tinguished from bona fide investment purposes (Federal Personnel Manual, 
C2-26). 

9. Representation of non-Governmental interests by current employees.- 
No officer or employee of the Department may represent any non-govern- 
mental interest in any matter which involves any case or matter about which 
such person has acquired knowledge, or has taken, or may take action in 
connection with his official duties. 

10. Transaction of business with persons who “Change Sides.”—No officer 
or employee of the Department shall transact official business with any person 
who during or within two years after his employment by the United States 
Government is known, or reasonably believed to be, representing any non- 
governmental interest in any specific case or matter about which such person 
has acquired knowledge or has taken action in connection with his official 
duties, except after prior authorization as provided for in Section 6. 

11. Utilization of Government time or resources.—No officer or employee 
shall utilize, or permit others under his control to utilize, Government time 
or resources, directly or indirectly, for any activity other than (1) official 
business, or (2) an activity authorized as provided for in Section 6. 

12. Instruction for a Civil Service exramination.—No officer or employee of 
the Department may instruct, directly or indirectly, or be concerned in any 
manner with the instruction of, any person or class of persons with a view 
to their special preparation for a civil service examination (Executive Order 
No. 9367). 

13. Contracts between the Government and its employees.—No officer or 
employee of the Department may enter into a contract with the Government, 
except after prior authorization, as provided for in Section 6. (See Comp- 
troller General's ruling in 27 Comp. Gen. 735, 736.) 


SECTION 5. SUPPLEMENTARY REGULATIONS OF PRIMARY ORGANIZATION UNITS 


.01. Each primary organization unit is hereby authorized and directed to pre- 
scribe, after clearance with the Director of Agency Inspection, such additional 
regulations not inconsistent with this order as may be necessary to effectuate 
the general purpose of this order in the light of their individual operating require- 
ments, including but not limited to pertinent statutory provisions, such as: 35, 
U.S. C. 4 (Patent Office) ; 49 U. 8S. C. 421 (Civil Aeronautics Administration) : 
46, U. 8S. C. 1111 (b) (Maritime Administration) ; and certain provisions of the 
Defense Production Act of 1950 (Business and Defense Services Administration 
and any other primary organization unit affected). 

.02 Such regulations shall have the same force and effect, and inyolve the 
same penalties, as restrictions and requirements set forth in this order. 


SECTION 6. ADMINISTRATION 


.01 Indirect activity—The administrative regulations of this order, both the 
statutory provisions adopted as administrative regulations in Section 3 and the 
regulations in Section 4, together with the responsibility for obtaining prior 
authorization in accordance with this section, apply equally when the private 
activity is undertaken by any other person acting for or in concert with an officer 
or employee of the Department. 
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02 Responsibility of officers or employees——Unless the proposed activity 
clearly does not involve any question relating to a limitation or requirement set 
forth jn or pursuant to this order, it is the personal responsibility of each officer 

r employee who undertakes any form of nonofficial or private activity or arrange- 
ment for profit to ascertain that his activity or arrangement for profit is permis- 
sible under this order. To ascertain this point, he should obtain written prior 
authorization of the activity as provided for in this section. Each employee 
granted such authorization is responsible for confining such activity or arrange- 

ent to the scope and intent of the authorization. If circumstances change, or 
the nature or extent of the activity or arrangement changes in such manner as to 

olve the possibility of a violation of a limitation or requirement prescribed in 

pursuant to this order, the officer or employee is responsible for obtaining 
rther written prior authorization before continuing in the activity or 
rrangement. 

03 Authorizations.—All requests for authorizations required under Section 4, 

made by an officer or employee in accordance with this Section, shall be 
addressed to the head of the primary organization unit concerned, or his desig- 
nated representative. When granted, authorizations will be in writing and a 
opy of each authorization will be filed in the employee's official personnel file. 

1. In case of doubt, or upon the request of an officer or employee con- 
cerned, cases or questions will be forwarded to the Director of 
Inspection for decision. 

2. Where an activity requested to be authorized can be conducted as 
official business, it shall not be authorized as a private activity, but rather 
must be conducted as official business. If an activity has some of the char- 
acteristics of official business and some of the characteristics of private 
business, and if it is not practicable to keep official business separate from 
private business, it shall be classified for the purposes of this order as 
private business. 

3. Where authorizations involve speaking, writing, or teaching, use of the 
official title of an officer or employee for identification purposes may be 
authorized, provided the officer or employee makes it clear that his state- 
ments and actions are not of an official nature. 


Agency 


t. If an authorization has been granted for a specific activity or arrange- 
ment, and the activity or arrangement is subsequently deemed to constitute 
2 violation of the limitations or requirements prescribed in or pursuant to 
this order, the officer or employee concerned shall be notified in writing of 
the cancellation of the authorization and shall modify or stop the activity 
involved. 

(4 Violations. 


Violation of or failure to comply with any limitation or 
equirement set forth in or pursuant to this order will be cause for disciplinary 
action, ranging from warning to removal, in accordance with the gravity of the 
ifrense. 
O05 «6Responsibility of Heads of Primary Organization Units. 
1. Heads of primary organization units and their designated representa- 
tives are responsible for enforcement of the requirements set forth in this 
order. 
2. As soon as practicable after issuance of this order, heads of primary 
organization units shall undertake a systematic review of activities and 
interests within the purview of this order and take such action as may be 
necessary to result in compliance with this order. 

3. Questionable cases may be referred to the Director of Agency Inspection 

for decision. 
06 Interpretations and Exceptions.— 

1. Questions relating to the interpretation of this order should be referred 
to the Director of Agency Inspection for clarification or decision. 

2. Within the limits of administrative discretion permitted to the Depart- 
ment, exceptions to the provisions of this order may be granted from time 
to time in unusual cases by the Director of Agency Inspection, whenever the 
facts indicate that such an exception would promote the efficiency of the 
service. Each request for such an exception shall be submitted in writing 
to the head of the primary organization unit concerned, or his designated 
representative, and shall contain a full statement of the justification for the 
request. Such requests shall be forwarded to the Director of Agency Inspec- 


tion by the head of the primary organization unit concerned, or his desig- 
nated representative. 
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SECTION 7. EFFECT ON OTHER ORDERS 


.01 This order supersedes Department Order No. 77, dated June 27, 1947, 
Administrative Order No. 202-26 (Amended), dated September 11, 1950, and 
Administrative Circular No. 113, dated December 22, 1950. 

.02 Any other orders or parts of orders, the provisions of which are incon- 
sistent or in conflict with the provisions of this order, are hereby amended or 
superseded accordingly. 

SINCLAIR WEEKS, Secretary of Commerce. 


[Transmittal letter dated January 25, 1956] 


UNITED STATES Crivit SERVICE COMMISSION 


July 1 to December 31, 1955 
WASHINGTON, D. C. 


PERIODIC SURVEY OF APPOINTMENTS UNDER AUTHORITY OF THE 
DEFENSE PRODUCTION ACT AND EXECUTIVE ORDER 10647 


Report oF SurvEY UNDER PARAGRAPH 710 (B) (7) OF THE DEFENSE PropUcTION 
ACT AND SEcTION 350 (A) OF EXECUTIVE ORDER 10647 


INTRODUCTION 


The Defense Production Act of 1950 as amended by Public Law 295, 84th Con- 
gress, and Executive Order 10647 signed by President Eisenhower on November 
28, 1955, require the Chairman of the Civil Service Commission to survey ap- 
pointments made under the authority of subsections 710 (b) and 710 (c) of the 
act and to report his findings to the President and to the Joint Committee on 
Defense Production. Public Law 295 was approved on August 9, 1955, but its 
provisions became effective as of the close of July 31, 1955. 

The first survey by the Chairman of the Civil Service Commission would ordi- 
narily have covered the 3-month period beginning August 1, 1955, and ending 
October 31, 1955. However, the Civil Service Commission and the other inter- 
ested agencies were aware of the preparation of an Executive order, necessitated 
by the change in the legislation, further controlling the employment of experts 
and consultants under the Defense Production Act and providing guidelines to 
the Chairman of the Civil Service Commission as to the scope and content of 
such surveys. This survey report was therefore delayed pending the issuance 
of the Executive order. Executive Order 10647 was issued by President Hisen- 
hower on November 28, 1955. The Executive order provided that all persons 
previously appointed under Executive Order 10182, as amended, who were still 
employed on the date of this Executive order, should be deemed for all purposes 
to haye been appointed under this order and to be subject to its provisions. 
Thirty days from the date of the order were allowed for the filing of the state- 
ments required under subsections 302 (a) and 302 (b). The Department of 
Justice has ruled that sections 301 (a) and (b) do not apply to appointments 
made prior to August 1, 1955. This period allowed by the President for com- 
pliance led us to delay completion of the survey until after the 30 days had 
elapsed. The following survey report therefore covers appointments made under 
Executive Order 10182 for the period July 1 through July 31, 1955, and appoint- 
ments made under the amended Defense Production Act and Executive Order 
10647 for the period August 1 through December 31, 1955. These surveys will 
hereafter be made and reported upon a quarterly basis; the next report will cover 
the quarter ending March 31, 1956. 

While there were a large number of WOC’s separated from July 1 through 
December 31, 1955, it is also true that there were substantial reasons for this 
action. 

A high percentage of WOC’s, who at some period in the past had been called for 
duty, were carried on agency rolls on a standby basis just in the event they might 
be needed again. Agencies were reluctant to remove such individuals from the 
rolls because they had gone through all the clearance procedures with regard 
to these individuals and it was much easier to keep them on a standby basis than 
to again clear them in the event of future need. The amendment of the Defense 
Production Act with its requirement that these individuals and the agencies file 
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much more elaborate statements with the Federal Register created two additional 
reactions : 

First, the agencies reviewed their lists of standby appointees and eliminated 
many for whom they had no immediate need. 

Second, many individuals on the rolls prior to the establishment of the new re- 
quirements did not elect to stay on the rolls and file the detailed and elaborate 
statements required by the amended act. 

Many of these individuals either resigned or were in the process of submitting 
their resignations at the time of the attached survey. In the cases of those 
where the resignation processes had not been completed at the cutoff date, their 
names are given in the survey in compliance with section 304 of Executive Order 
10647 as being in technical violation of its provisions. In those instances, this 
should not be construed as any reflection either upon the individual named or 
upon the agency. 

The enactment of the amendments to the Defense Production Act, Public Law 
295, and the provisions contained therein authorizing the President to establish 
and train a nucleus executive reserve for employment in executive positions in 
Government during periods of emergency, eliminated the necessity for holding 
many of the former WOC’s on a standby basis. The acceptance by the Congress 
of the reserve program provided adequately for the maintenance of an active 
group that would be available in an emergency and permitted agencies to remove 
those WOC’s from the rolls who had been carried as a part of the pilot program 
for such an executive reserve. 


STATISTICAL SUMMARY 


I. Appointees without compensation 


WOC’s | 
| under | WOC’s | WOC’s | | eta 
| Executive | appointed | separated g Number in | “{2™er in 

Agency Order 10182| July 1- | July1- | 2? rolls advisory | Other than 
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SUMMARY BY AGENCIES 
COM MERCE 


On July 1, 1955, the Department of Commerce had 158 appointees on the rolis 
under section 710 (b) of the Defense Production Act and Executive Orde; 
10182. Between July 1 and December 31, 1955, there were 19 new appointments 
and 139 separations so that as of December 31, 1955, just 38 individuals were 
carried on a WOC basis under the authority of the Defense Production Act. jj 
of these separations occurred between August 1 and November 28. The Depart. 
ment has failed to comply with the requirements of Executive Order 10647 jp 
certain respects, and these ommissions are detailed below. 

The four-point certification required by section 301 (a) of Executive Order 
10647 was made for all WOC appointees between August 1 and December 31. 
1955. The certification also appears in the personnel folder of each WO¢ 
ployee on the rolls as of December 31, 1955. 

With two exceptions, there is a detailed and satisfactory position description 
in the folder of each WOC appointee which is acceptable as the validating state. 
ment on point No. 1 of 301 (b). 

However, points 2, 3, and 4 of 301 (b) were not validated in any of the per. 
sonnel folders inspected for appointments made between August 1 and December 
31, 1955. There were 20 such cases. The agency is placing this material in its 
files as quickly as it can be secured. 

information required by sections 302 (a) and (b) had been published in the 
Federal Register for all WOC appointees, as of the date of the inspection, with 
the exception of Ray W. Ireland. The statement for Ray W. Ireland was published 
on January 7, 1956. 

The Department has done a complete and effective job, on the whole, in develop- 
ing operating procedures and written instructions covering WOC appointments 
The written instructions and related forms developed by the Department cover 
(1) a signed agreement by each prospective appointee that he will comply with 
the requirements of the Executive order on listing of financial assets, (2) 


form recording statement of financial interests, (3) a form listing changes ir 


en 


financial interests, (4) a four-point certification form to cover the requirements 
of section 301 (a), (6) waiver of compensation form, and (6) a form to be 
signed by appointee covering exemptions from certain conflict of interests statutes. 

Each of the position descriptions reviewed for WOC appointees clearly sets 
forth the restrictions imposed by the Department which limit the appointee to 
advice on policy matters but no responsibility for policy decisions. There is 
attached a complete set of Department forms and written instructions on WOC 
appointments. 

At a meeting on January 6, 1956, we discussed with personnel officials tech- 
niques to obtain expeditious civil service clearance on requests for certification 
to those positions in Business and Defense Services Administration which are 
contemplated for filling by WOC appointees. This discussion was aimed at meet- 
ing the Department's responsibility for the validation statement to support the 
Department's certification that it was not able to obtain a person with the neces- 
sary qualifications on a full-time salaried basis. 

On July 1, 1955, the Department of Commerce had 11 appointees on its rolls 
under the authority of section 710 (c) of the Defense Production Act and section 
101 (b) of Executive Order 10182. There was just one additional appointment 
in the 6-months’ period between July 1, and December 31, 1955. The folders of 
all 12 appointees were reviewed. All were found to be qualified and to be 
properly serving in consultant positions. 


OFFICE OF DEFENSE MOBILIZATION 


On July 1, 1955, the Office of Defense Mobilization had 101 appointees on the 
rolls under section 101 (a) of Executive Order 10182. In the period between 
July 1 and August 1, 1955, six additional appointments were made under the pro- 
visions of the old Executive order. Between August 1, the effective date of Pub- 
lic Law 295, the amended Defense Production Act, and November 28, 1955, the 
date of Executive Order 10647, six additional appointments were made. Between 
July 1, and August 1, 1955, two WOC consultants were separated. Between 
August 1 and November 28, 1955, an additional 18 were separated, and between 
November 28 and December 31, 1955, 29 more were taken from the rolls. There- 
fore, as of December 31, 1955, the Office of Defense Mobilization had a total of 
64 persons serving without compenstation under the provisions of the Defense 
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roduction Act. None of the six individuals appointed between August 1 and 
November 28, 1955, were removed. 

A review of the individual files indicated that all of the 64 individuals who 
vere on the rolls as of December 31, 1955, had filed the financial statements 
required by sections 3802 (a) and (b) of the Executive order. The files also 
contained the written certification by the head of the agency, required by 
section 301 (a) of the Executive order, as well as the supporting statements 
equired by section 301 (b). These statements were reviewed and adequately 
overed the required points. 

Appointments made under the authority of subsection 710 (c) of the Defense 
production Act and section 101 (b) of Executive Order 10647 were also reviewed. 
fhese are appointments of experts and consultants at not to exceed $50 per 
day. A review of the file in each of these cases indicated that the individuals 
ad been appointed to expert and consultant positions and that each of the 
ppointees was qualified for such appointment, except in one case. We are 
giving this case further review and will advise the agency of our findings. 

With regard to our inquiry as to steps taken to insure that WOC employees 
re used in an advisory capacity only in connection with policy decisions, 
ve were advised that the Director of the Office of Defense Mobilization has 

ited repeatedly in his staff meetings that WOC emplovees are to be used 

, an advisory capacity only in connection with policy decisions. Where there 
s any doubt in a particular case, the Director has instructed Assistant Directors 
ind staff unit heads to bring the case to his personal attention for decision. 
In addition, the Director personally authorizes all WOC appointments. Before 

thorizing the appointment of WOC personnel, he questions closely the duties 
that will be performed and makes sure that personnel appointed as WOC’s 
ire to be used in an advisory capacity only. 

rhe Office of Defense Mobilization, in order to avoid conflict between interests 
f private individuals and Government, has all actions reviewed for possible 

nflict of interests by the personnel office, after which the actions are reviewed 

r the same purpose by the General Counsel's office. Recommendations are 
then made to the Director as to whether he should approve or disapprove the 

pointment from a conflict-of-interest standpoint. In the period November 
28 to December 31, 1955, there were 29 separations of WOC employees in this 
igency. All of these employees had been appointed prior to August 1, 1955. 
Statements were not filed with the Federal Register with regard to any of 
these 29 individuals who were separated during the 30-day compliance period 
authorized by the Executive order. ~ 

The Office of Defense Mobilization gave us the following reasons for this 
procedure : 

“There were a number of different reasons for terminations during that 
period, such as refusal of the employee to file, failure to file by the date required, 
no anticipated need for advisory services in the near future, and conclusion 
of the part-time assignment for which they had been employed. No attempt 
was made to secure financial statements from W0OC’s terminated prior to 
December 28, since the only remedy for failure to file on the due date was 
termination of the WOC employment. If the occasion should arise for future 
services of any person whose WOC appointment has been terminated, he will 
be required, of course, to file a statement at that time. Of the 29 separated, 
20 were never in a duty status after November 28. The remaining 9 were in 
luty status only 1 day.” 


INTERIOR 


On July 1, 1955, the Department of the Interior had on its rolls 37 appointees 
under section 710 (b) of the Defense Production Act. Between August 1 and 
November 28, 1955, 36 of these WOC employees were separated so that on 
November 28, 1955, there was only 1 employee on the rolls under this authority. 
No new appointments were made under the provisions of the Defense Production 
\ct during this 6-months’ period. 

In the case of the one individual who was still on the rolls as of December 
31, 1955, it was found that all of the provisions relating to material to be 
published by the Federal Register had not been met. The 4-point certification 
and the supporting statements required by sections 301 (a) and (b) of the 
Executive order were in the file and adequately covered the required points. 

During the 6-month period between July 1 and December 31, 1955, the Depart- 
ment of the Interior appointed five consultants and experts under the provisions 


76559—_56——-15 
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of section 710 (ce) of the Defense Production Act and Section 101 (b) of 
Executive Order 10647. Two such employees previously on the rolls were 
continued during this period. An examination of the files in each of these 
cases indicated that these individuals are serving in consultant and exper 
positions, are properly qualified for these positions, and have not violated 
the 1-year time limit covering such appointments. 


DEPARTMENT OF DEFENSE 
Office of the Secretary 

On July 1, 1955, the Office of the Secretary of Defense had two individuals 
serving under the authority of section 710 (b) of the Defense Production (c+ 
and section 101 (a) of Executive Order 10182. Both of these individnals 
were separated before August 1, 1955. There have been no appointments under 
this authority during the 6 months’ period beginning July 1, 1955. 

On July 1, 1955, the Office of the Secretary had two consultants and experts 
serving under the provisions of section 710 (c) of the Defense Production Act 
and section 101 (b) of Executive Order 10182. These 2 individuals were con 
tinued throughout the 6 months’ period. Their files were examined and bot 
were found to be in consultant or expert positions, and were qualified for 


such 
positions. 


Army 


On July 1, 1955, there were 23 individuals serving without Compensation jy 
the Department of the Army under the authority of section 710 (b) of the 
Defense Production Act and section 101 (a) of Executive Order 10182. On 
July 31, 1955, one resignation was received. In the period between August 1 
and November 28, 1955, two additional appointments were made. As of Decei 
ber 31, 1955, there were 24 individuals carried on the rolls under this authority 
In our review of the files we found that the following persons failed to co 
ply with section 302 (a) and section 302 (b) of Executive Order 19647: 


Emory M. Ford William Means Day 
Robert J. Bowman Chester F. Ogden 
James S. Bush 


Mr. Ford submitted his resignation, effective December 22, 1955. The Director 
of Personnel advised that the other WOC consultants who had not filed the 
material required by section 302 (b) would not be called to duty and it is ex 
pected that their resignations will be submitted in the near future. 

With regard to the remaining 19 WOC’s in the Department of the Army, 
it was found that all of the information required by section 302 (a) and sec 
tion 302 (b) of the Executive order had been filed and published by the Fed 
eral Register. However, the material in the case of Benjamin B. Mathis was 
filed on December 30, 1955, 2 days after the specified compliance period. 

The Department of the Army has issued no new regulations on the use of 
WoOC"'s in an advisory capacity only in connection with policy decisions. Its in 
structions concerning appointments of consultants and experts are contained it 
Army Civilian Personnel Circular A7.6. Its provisions are as follows: 


Jury 29, 1952 


Section 6. APPOINTMENT OF CONSULTANTS AND EXPERTS 
(Transmittal letter dated January 25, 1956] 


Paragraph Paragraph 


General ilitntil nats 6-1 | Department of the Army policy 

Definitions S Sate }-2 | Processing appointment documents_.__- 

IE WIR Sie cece ots ne is ; —-8| Termination of appointments______- : 

Authority to appoint Periodic submission of employment 
data 


GENERAL 


6.1. This section will govern appointments to all positions as consultants and 
experts where the purpose of the appointment is to secure personal services to 
be rendered direct to or under the direct supervision of the Department of the 
Army. Services of auxiliary chaplains will be obtained in accordance with 
AR 600-635. Where the services of a firm or corporation are to be procured ot 
where the item desired is an end product such as completed plans or surve) 
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reports prepared by architects or engineers, or organizations thereof, the sérv- 
ices Should be obtained under the procedure set forth in Armed Services Procure- 
went Regulation and Army Procurement Procedure (par. 1—5b). CPR R2 con 
tains no instructions on recruitment or selection of consultants and experts; 
consequently, there are no requirements to be observed except those stated in 
this section. These positions are not subject to either civil-service laws or 
he Classification Act. Consultants and experts may be employed on a full- 
e, part-time, or when-actually-employed basis, subject to the limitations set 
forth in paragraph 6-—5A. CPR H2 contains instructions concerning establish- 

ment of tours of duty. 

DEFINITIONS 
onsultants 


t 


2. a, Consultants are those employees who are appointed to certain posi- 
is Which involve only furnishing advice and counsel, as required, in accom- 
ishment of certain highly specialized functions. Appointees to consultant 
sitions may perform duties such as conferring periodically with operating 
ficials and recommending solutions for problems of a highly technical nature, 
serving as technical advisers in regard to projects essential to operational 
ctivities, assisting operating officials in devising new and highly specialized 
methods or techniques of operations, and acting in consultative capacity as 
specialists in a highly technical field of knowledge. Consultants will not be as- 
signed to operational activities except as necessary in the performance of such 
duties outlined above, since their function is to advise rather than to execute. 
Eaperts 


b. Experts are those employees who are appointed to positions the duties 

d responsibilities of which are to perform regular services of a highly tech- 
nical or administrative nature essential to the accomplishment of certain spe- 
cialized functions. Appointees to such positions normally will perform duties 

las developing and putting into effect solutitons of operating problems of a 
highly technical nature, supervising the execution of highly technical functions, 
conducting responsible activities which are an integral part of operating pro- 
cedures, and making operational decisions as specialists in a highly technical 
field of knowledge. Though their service normally is intermittent and not con- 
tinuous, experts may have continuing operational responsibilities during each 
period of actual duty, since their primary function is to carry out specialized 
gperations for which training and experience qualify them. 


Consultants without compensation (WOC) 


c, Consultants employed without compensation, referred to as “WOC,” are 


those consultants who agree to serve without compensation and who sign a 
waiver to that effect (par. 6—-6c). 


LEGAL BASIS 


General authority to employ consultants and experts 


6-3. a. Permanent basic authority for appointment of consultants and experts 
is provided in section 15, act August 2, 1946 (60 Stat. 810; U. S. C 
follows: 

“The head of any department, when authorized in an appropriation or 
other Act, may procure the temporary (not in excess of one year) or inter- 
mittent services of experts or consultants or organizations thereof, includ- 
ing stenographic reporting services, by contract, and in such cases such 
service shall be without regard to the civil-service and classification laws 
(but as to agencies subject to the Classification Act at rates not in excess 
of the per diem equivalent of the highest rate payable under the Classifica- 
tion Act, unless other rates are specifically provided in the appropriation 
or other law) and, except in the case of stenographic reporting services by 
organizations, without regard to section 3709, Revised Statutes as amended 
by this Act.” 

Annual appropriation acts providing funds for the Department of the Army 
implement the above statute by permitting the employment of consultants and 
experts at rates of pay not in excess of $50 per diem. 


. 55a), as 


Special authority under Defense Production Act of 1950 


b. Section 710, Defense Production Act of 1950 (64 Stat. 819, 50 App. U.S. C. 
2160), permits the employment of consultants and experts under regulations 
prescribed by the President, either on a per diem basis (not in excess of $50 
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per day) or without compensation. This authority is limited to those fune-. 
tions specifically authorized by the Defense Production Act of 1950 and persons 
so appointed are exempt from the operation of certain provisions of the Crimina] 
Code of the United States which restricts the outside business interests anq 
associations of Federal employees. Executive Order 10182, November 21, 1950. 
as amended by Executive Order 10205, January 16, 1951, prescribes the cop- 
ditions under which such appointment may be made and the extent to which 
the statutory exemptions may be enjoyed. Officers responsible for the selec. 
tion and supervision of such experts and consultants should familiarize them- 
selves with the standards of conduct established by the President and should 
admonish appointees to do likewise. In summary, the President’s regulations 
provide that— 

(1) Consultants (WOC) appointed in accordance therewith are exempt 
from the operations of sections 281, 283, 284, 434, and 1914, title 18, United 
States Code, and section 190, Revised Statutes (5 U. 8S. C. 99), which 
relate, respectively, to officers and employees receiving compensation for 
services in conection with any proceeding or matter in which the Govern 
ment is an interested party, aiding or assisting in the prosecution of any 
claim against the United States involving subject matter on which em- 
ployed by the Government, acting as agent of the United States in dealing 
with any business enterprise in which the agent has a pecuniary interest, 
receipt of salary from a private source for services rendered to the United 
States, and acting as agent or attorney for a period of 2 years after ter- 
mination of Federal employment in any claim which was pending in any 
department during the period of such employment. 

(2) Consultants and experts so appointed on a compensatory basis ar 
exempt from all of the above statutory restrictions except sections 434 
and 1914, title 18, United States Code, which relate, respectively, to acting 
as agent of the United States in dealing with private business in which the 
agent has any interest and receipt of salary from a private source. 

(3) The above exemptions do not extend to situations in which the con- 
sultant or expert concerned participates in an active or advisory capacity 
with respect to transactions between the United States and his private 
employer or other business entity in which he has any direct or indirect 
pecuniary interest. Accordingly, while many of the specific statutory re 
strictions referred to in AR 600-205 are waived to the extent outlined 
above, the standards of ethical conduct set forth in those regulations are 
equally applicable to consultants and experts appointed under this sub- 
paragraph. Consultants (WOC) may not receive salary or other emolu- 
ment for their services to the Government from any source other than the 
private employer at time of appointment. 

(4) Statements including the name of the appointee, type of appointment 
(WOC or per diem basis), title of position, and name of private employer 
shall be filed with the Division of the Federal Register for each appoint- 
ment so made, which statements shall be open to public inspection. (This 
requirement will be met by the Office, Secretary of the Army, as provided 
in par. 6-6b.) 


AUTHORITY TO APPOINT 
Consultants (WOC) 


6-4. a. Appointment of consulants (WOC) in either the departmental or field 
services and under either the general or special statutes cited above may be 
effected only after prior approval by the Secretary of the Army. Requests for 
such approval will be addressed through appropriate channels, to the Office, 
Secretary of the Army, Washington 25, D. C., Attn: Administrative Assistant. 
Each such request will be accompanied by a properly executed Application for 
Federal Emn'oyment (Short Form) (Standard Form 60) and will include the 
following information: 

(1) Period of service (estimated number of working days in fiscal year 
on which services will be needed). 

(2) Mission to be accomplished (problem to be solved, project established 
etc., described as specifically as possible). 

(3) Field of specialized knowledge in which work is to be performed, 
with brief outline of his functions. 


(4) Résumé of the training and experience qualifying the individual for 
appointment. 
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(5) Circumstances which make it impossible or impracticable to secure 
personnel of the required knowledge through regular means of recruitment, 
such as transfer, detail, or civil-service channels. 

(6) A statement of the individual’s private business interests. 

Appointments to be made under Executive Order 10182, as amended, so as 
to secure for the appointee the benefit of the statutory exemptions provided 
therein, also will be supported by a certification from the head of the recommend- 
ing service, army, or independent command that the appointment is necessary in 
order to carry out a specific function delegated or assigned to the Department 
of the Army under the Defense Production Act of 1950; the individual person- 
ally possesses outstanding experience or ability not obtainable on a full-time, 
salaried basis; and that the duties of the individual will be consultative or 
advisory only and will conform to the limitations outlined in paragraph 6-3b (3). 


Consultants and experts 


b. Authority for the appointment in the field service of consultants and experts 
compensated on a per diem basis who are employed pursuant to the general 
authority cited in paragraph 6—8a is delegated to major commands indicated in 
paragraph 1-2d. This authority may be redelegated to lower echelons which have 
demonstrated a need for consultative or expert services. Authority to appoint 
consultants and experts employed on a per diem basis under Executive Order 
10182, as amended (par. 6—-3b), is likewise delegated to major commands. This 
authority, however, may not be redelegated. Authority to process personnel 
actions, including appointments, in the departmental service for consultants and 
experts employed on a per diem basis pursuant to either the general or special 
authority cited above is delegated to major commands. 


DEPARTMENT OF THE ARMY POLICY 
Purpose 


6-5. a. The clear purpose of both the general and the special statutory 
authorities to employ consultants and experts is to make available to the Depart- 
ment of the Army highly specialized services which normally could not be ren- 
dered by employees in classified positions. It is the policy of the Department to 
use this authority as sparingly as possible and to limit the employment of con- 
sultants and experts carefully to those cases in which the desired services cannot 
be performed by present employees of the Department and cannot be obtained 
through normal civil-service procedures. The appointment of consultants and 
experts is not authorized in order to evade civil service rules and regulations by 
assigning to such personnel duties which could be performed in a regularly clas- 
sified position. Individuals will not be appointed as consultants or experts as a 
means of placing them on the payroll while action is pending on their commission 
as an Officer or their appointment to a regular civil-service position. Persons 
separated from military service of civil-service positions ordinarily will not be 
appointed as consultants or experts to perform the same duties as those previously 
assigned, nor to perform duties of a continuing position required in connection 
with a normal activity. 


Periods of service 

b. Appointments of consultants and experts will be limited to the period during 
which the need for their services can be anticipated, but in no case beyond the 
end of the current fiscal year in which the appointment is made. Except in the 
case of auxiliary chaplains who are employed in accordance with AR 600-635, 
consultants and experts may serve for a period not to exceed 90 working days 
within any fiscal year (under either the original appointment or any extension 
thereof) without restriction on continuous service within that maximum. This 
90-day period will be comprised of the days on which the employee actually is 
called to duty, without regard to hours of work performed. Any exception to 
this policy will be submitted to the Office, Secretary of the Army, Washington 25, 
Db. C., Attention : Administrative Assistant, for prior approval. 


PROCESSING APPOINTMENT DOCUMENTS 


6-6. Although the authorizing statute specifies that services may be procured 
“by contract,” consultants and experts who render personal services and are 
compensated on a time basis are “civilian employees” of the Department and are 
subject to the usual requirements and procedures of appointment applicable to 
employees appointed under schedule A authority (secs. 5 and 9). 
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Notification of personnel action (Standard Form 50) 

a. The appointing officer will prepare Standard Form 50 effecting the action, 
which will serve as evidence of the contract contemplated by section 15, act 
August 2, 1946 (60 Stat. 810; 5 U. S. C. 44a). The title “Consultant,” or “Rx. 
pert,” or “Consultant (WOC),” will be used to identify all such personnel. The 
term “Consultant to the Secretary of the Army” is to be applied only to per- 
sons actually appointed by the Secretary of the Army to serve in his immediate 
office or render advice and counsel to him or his staff. Authority for the appoint- 
ment of consultants and experts, unless under Executive Order 10182, Novem- 
ber 21, 1950, as amended, will be shown as “Act of August 2, 1946 (60 Stat. 806)” 
if appointment is made under Executive Order 10182, enter as the authority for 
the appointment on Standard Form 50 the specific section of the order under 
which the action is being taken. For consultants and experts who are com- 
pensated on a per diem basis, enter “Section 101 (b), E. O. 10182”; for con- 
sultants who are employed on a without compensation (WOC) basis, enter 
“Section 101 (a), E. O. 10182.” <A statement limiting the tenure of appoint- 
ment not to exceed the end of the fiscal year in which appointed, the number 
of days actual service authorized, whether the consultant or expert is being 
appointed on a full-time, part-time, or when actually employed basis and, if a 
consultant (WOC), the date of the letter of authority from the Office of the 
Secretary of the Army will be recorded on Standard Form 50 in accordance with 
CPR R1. 


Office, Secretary of the Army, records 


b. If the appointment of a consultant or expert compensated on a per diem 
basis is made under Executive Order 10182, as amended, information on each 
appointment at the time effected will be furnished by letter with a certifica- 
tion to the Office, Secretary of the Army, Washington 25, D. C., Attn: Adminis- 
trative Assistant. Each letter will contain the name of the appointee, his 
title, a brief description of the duties performed, the section of the Executive 
order under which appointed, the name of his private employer, and a brief 
description of his experience and abilities. A certification by the head of the 
appointing agency identical to that required for consultants (WOC) in para- 
graph 6—4a will be furnished with the letter. The data thus received will be 
maintained as the central source of information for the Civil Service Com- 
mission and for reporting to the division of the Federal Register under the 
terms of the Executive order (par. 6-3b (4)). 

Waiver of compensation 

ce. Each consultant appointed without compensation will be required to sign 
a waiver of compensation in substantially the following form: 

I, the undersigned, having made an offer of my service to the Government 
of the United States as (description of work) on a voluntary basis and with- 
out compensation therefore, and in consideration of the acceptance of said 
offer, do hereby for myself, my heirs, and assigns forever discharge and release 
the Government of the United States from any claims, suits, or demands which 
I or my heirs or assigns may, can, or shall have in connection with any vol- 
unteer services for the Government of the United States. 


(Witness) 


This waiver is required to protect the Government against future claims for 
services rendered under agreements with individuals to serve without compensa- 
tion. It is authorized for use only in connection with employments of consultants 
(WOC). See paragraph 1-5 on the acceptance of voluntary and gratuitous 
services. 

Extension of appointment 


d. Extensions of appointments of consultants and experts will be made in the 
same manner as new appointments. If continuity of appointment status is de- 
sired, the action must be processed immediately after the expiration date of the 
prior appointment. The authorization of an extension of an appointment cannot 
be made retroactively effective. Standard Form 50 effecting the extension will 
be prepared in accordance with CPR Rl. If there is any break in service be- 
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—— 


n the date of expiration of appointment and date of the extension, the new 
in must be designated as a new appointment and not as an extension. 


TERMINATION OF APPOINTMENTS 


4-7. Appointing officers may terminate appointments of experts or consultants 
ny time prior to the end of the fiscal year. Standard form 50 will be prepared 
uly for those cases where termination is effected prior to the end of the fiscal 
ear, Since the appointments automatically expire at the end of that period. 
pon termination of appointment or expiration of authority without authoriza- 
on extension, the official personnel folder for the consultant or expert affected 
vill be transmitted to the Federal Records Center, General Services Administra- 
on, 1724 Locust Street, St. Louis 3, Mo., as prescribed in CPR R1. 


PERIODIC SUBMISSION OF EMPLOYMENT DATA 


Consultants, experts, and consultants (WOC) appointed under act August 2, 1946 

6-8. a. The Office of Civilian Personnel, Office Secretary of the Army, will make 
nformal periodic requests to major commands for the submission of informa- 
tion on a command-wide basis relating to the employment of consultants, experts, 
and consultants (WOC) who are appointed pursuant to the act August 2, 1946. 
Such requests will be made at least once annually, but may be more often if 
eed for such information arises. Accordingly, major commands should maintain 
in readily available form such information as is indicated below. 

(1) Name of each consultant, expert, and consultant (WOC) on rolls dur- 
ing reporting period. 

(2) Designation (either consultant, expert, or consultant (WOC)). 

(3) Per diem rate of pay (excluding consultants (WOC) ). 

(4) Number of days of service rendered during reporting period (com- 
prises all days on which called to duty without regard to hours of work 
performed ). 

(5) General statement of the types of projects on which consultants and 
experts were engaged during the reporting period, with a brief résumé of the 
duties performed under each project. 

Report of consultants, experts, and consultants (WOC) appointed under Execu- 
tive Order 10182, as amended (Defense Production Act of 1950) (Reports Con- 
trol Symbol USCSC-1011) 

b. Section 304, Executive Order 10182, specifies— 

\t least once every 3 months, the Chairman of the United States Civil Service 
Commission shall survey appointments made under this order and shall report 
his findings to the President and make such recommendations as he may deem 
proper, 

In order to comply with this requirement, continental and oversea commands 
which employ consultants, experts, or consultants (WOC) under Executive 
Order 10182, as amended, will furnish to the Office, Secretary of the Army, 
Washington 25, D. C., attn: Administrative Assistant, the information specified 
below on a commandwide basis. This report will be made quarterly and will be 
forwarded to reach the address specified not later than the 10th of the month 
following quarterly periods ending on the last day of April, July, October, and 
January. 

(1) A listing of all consultants, experts, and consultants (WOC) who 
were on the rolls during the reporting quarter. 

(2) The date of each appointment, the section 101 (a) or 101 (b) of the 
order under which appointed, and the title of the position to which 
appointed. 

(3) The total number of days the employee served during the reporting 
quarter and, in the case of per diem employees, the per diem rate of pay. 

During the period of July 1 to August 1, 1955, the Department of the Army 
appointed 60 consultants and experts under the provisions of section 101 (b) 
of Executive Order 10182 and section 710 (c) of the Defense Production Act. 
Three additional appointments were made between August 1 and November 28, 
and one appointment was made between November 28 and December 31, 1955. 
Therefore, as of the close of the 6-month period covered by this survey, there 
were 64 consultants and experts serving in the Department of the Army under 
this authority. The files were reviewed in the 64 cases and it was found that in 
every instance the individual was properly serving in a consultant or expert 
position and that each was qualified for the position. 
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DEPARTMENT OF DEFENSE 
Air Force 

On July 1, 1955, the Department of the Air Force had one individual serying 
under the authority of section 710 (b) of the Defense Production Act and spec. 
tion 101 (a) of Executive Order 10182. Between August 1 and November 28 
1955, 4 additional appointments were made and 1 separation occurred. ‘\; 
appointments were made between November 28, and December 31, 1955, so that 
as of the close of the 6-month period there were 4 individuals serving under this 
authority. These cases were reviewed in de tail and it was found that the files 
contained adequate statements by the agency as to the certification required 
by section 301 (a) of the Executive order, as well as the additional require. 
ments of section 301 (b). It was also found that there was full compliance with 
regard to the material required to be filed with the Federal Register under 
sections 302, (a) and 302 (b) except that in the cases of John W. Eachren. 
Herman W. Bevis, Robert M. Trueblood, and John B. Inglis, the material was 
filed with the Federal Register on December 29, 1955, 1 day after the specified 
30-day compliance period. 

Air Force Regulation No. 30-30 contains the general standards of conduct 
relating to conflict between private interest and official duties. A copy of this 
regulation is given to each appointee. Since the Air Force uses individuals 
appointed without compensation in advisory capacites only, and has no such 
individuals in operating positions, the question of their acting in policy matters 
does not arise. The contents of Air Force Regulation No. 30-30 are as follows 


Arr Force ReGuiation No. 30-30 


AFR 30-30' 
1-2 


DEPARTMENT OF THE AIR FORCE, 
Washington, March 19, 1953. 


PERSON NEL 


General Standards of Conduct Relating to Conflict Between Private Interests 
and Official Duties 


Paragraph 
1 


9 


Dealing with former military and civilian personnel 

Te TORE DEON Reo ocak a Sret thie muh thee itnbamnmdcumodwtaieiceeten 
Reserve and National Guard officers 

Affidavits 

Gratuities 

Safeguarding information 


YF -3 cts Cor 


1. Purpose and scope 


To prescribe the standards of conduct relating to conflict between private 
interests and official duties, required of all military and civilian Air Force per- 
sonnel, regardless of assignment; and to, more specifically, set forth : 

a. Prohibitions against certain activities of present and former Air Force 
personnel, including retired officers, involving a conflict between private 
interests and official duties; 

b. Rules against acceptance of gratuities by Air Force personnel ; 

ec. Rules concerning the safeguarding of procurement information. 

This regulation also contributes to the purpose described in a above, by in- 
suring that personnel of the Air Force are not knowingly transacting business 
with persons who are within statutory prohibitions or under circumstances 
where there may be a possible conflict of interest between governmental duties 
and private affairs. 


2. Statutory provisions 


a. Criminal statutes relating to Air Force personnel. The following activi- 
ties may subject Air Force personnel to criminal penalty under the statutes 
cited : 

(1) Asking, accepting, or agreeing to receive as a bribe or graft, direct) 
or indirectly, any money, contract, or other thing of value, with the intent 
to have any of their official decisions or actions influenced thereby, or for 


2 This regulation supersedes AFR’s 30-30, Nov. 9, 1951, and 70-5, July 1, 1948. 
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giving to, or procuring or aiding to procure for any peson, a Government 
contract (18 U. 8. C. 202 and 216). 

(2) Receiving or agreeing to receive, directly or indirectly, compensa- 
tion for services rendered by themselves or another in relation to any pro- 
ceeding, contract, or claim before any department or agency where the 
United States is directly er indirectly interested (18 U. 8S. C. 281). 

(3) Acting as agent or attorney in prosecuting any claim against the 
Government or assisting in the prosecution of any such claim otherwise 
than in the proper discharge of official duties (18 U. 8S. C. 283). 

(4) Transacting business as officers or agents of the United States with 
any corporation, firm, or partnership in the profits of which they are directly 
or indirectly interested (18 U. S. C. 484). 

(5) Receiving from any source other than the Government any compen- 
sation in connection with their Government services (18 U. S. ©, 1914). 

(6) Soliciting, accepting, or offering to accept any commission, payment, 
or gift in connection with the procurement of equipment, materials, or serv- 
ices under the Mutual Defense Assistance Act of 1949, as amended (22 
U. S. C. 1584). 

Statutes relating specifically to former personnel : 

(1) It is unlawful for former personnel, within 2 years after their in- 
cumbency, to prosecute or to act as counsel, attorney, or agent for prose- 
cuting, any claim against the United States which involves any subject 
matter directly connected with which such persons were employed or per- 
formed duty (18 U. 8S. C. 284). 

(2) It is unlawful for former personnel, within 2 years after the termi- 
nation of their incumbency, to solicit, accept, or offer to accept any com- 
mission, payment, or gift in connection with the procurement of equipment, 
materials, or services under the Mutual Defense Assistance Act of 1949, 
as amended (22 U. 8. C. 1584). It should be noted that this provision does 
not apply to any person solely by reason of his having served on active duty, 
or active duty for training, as a member of a Reserve component during 
the preceding 2 years (Armed Forces Reserve Act of 1952, sec. 804 (b)). 
Statutory provisions specifically applicable to retired Regular officers. 

Retired officers are “officers of the United States” for the purpose of bringing 
them within the statutes cited in a above,’ with the exception of 18 U. 8S. C. 
281 which exempts retired officers not on active duty from its application, pro- 

ded that they may not represent any person in the sale of anything to the 
Government through the department in whose service they hold a retired status; 
and 18 U. 8S. C. 2883 which exempts retired officers not on active duty from its 
application, provided that they may not prosecute a claim against the Govern- 
ment, within 2 years after their retirement, involving the department in which 
they hold retired status, or prosecute a claim involving matters with which 
they were directly connected while on active duty. 

|. Reserve and National Guard officers. Reserve and National Guard officers 

on active duty are not, by reason of their status as such, considered to be 
ficers of the United States (10 U. S. C. 372). 


Conflicts of interest 


a. General, All Air Force personnel are bound to refrain from any private 
business or professional activity which would place them in a position where 
here is a conflict between their interests and the public interest of the United 
States and the Air Force. In addition, Air Force personnel will not engage 
n any private activity which makes possible the improper capitalization of 
nformation gained through an Air Force position. Even though a technical 
onflict of interest as set forth in the statutes cited in paragraph 2, may not 
exist, it is desirable to avoid the appearance of such a conflict from a public 
confidence point of view. 

b. Disqualifying financial interest. In any case where Air Force personnel 
have any financial interest in any business entity, or have arranged or are 
negotiating for their subsequent employment by such entity, they are disquali- 
fied from representing the Air Force in dealings of any kind with such entity. 


£18 U. 8S. C. 1914 has no application to inductees or reservists called into the armed 
services who continue to receive income from their former employers (sec. 4 (f), Universal 
Military Training and Service Act: 50 U. S. C. App. 454 (f)). 

®*It should be noted, however, that 18 U. 8S. C. 434 relates to representing the Govern- 
ment in transacting business with a private concern and 18 U. S. C. 1914 relates to 
receiving compensation from a private source in connection with services performed for 
the Government, and, therefor, neither of these provisions applies to a retired officer who 
s not representing or performing services for the United States. 
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ec. Disqualification procedure. In any case where, in accordance with b above 
Air Force personnel believe that they should be disqualified from taking action 
in a particular matter, they will so inform any appropriate superior and wij| 
thereupon be relieved of their duty and responsibility in that particular cay 
In addition, where a superior thinks any personnel responsible to him may have 
a disqualifying interest, he will discuss the matter with such personnel and. 
if he finds such an interest does exist, he will relieve the personnel of duty 
and responsibility in the particular case. In cases of disqualification under this 
paragraph, the matter will be assigned for decision and action to someone else 
of equal or higher rank who clearly has no conflict of interest. 


, 


}. Dealing with former military and civilian personnel 

Air Force personnel will not knowingly deal with retired officers within 
years after their retirement, or with former personnel within 2 years after su 
personnel have left the Air Force, where such personnel are representing an; 
person in the prosecution of any claim against the United States involving 
any subject matter with which such personnel were directly connected while 
with the Air Force. 

5. Retired Regular officers 

a. Prosecution of claims. Under the statutes cited above, a retired Air 
Force officer may not, within 2 years of his retirement, act as an agent or 
attorney for prosecuting any claim against the Government, or assist in the 
prosecution of such a claim or receive any gratuity or any share of or interest 
in such claim in consideration for having assisted in the prosecution of such 
a claim, if such claim involves the Air Force. Nor may a retired officer at 
any time act as an agent or attorney for prosecuting any claim against the 
Government, or assist in prosecution of such claim, or receive any gratuity or 
any share of or interest in such a claim in consideration for having assisted 
in the prosecution of such claim, if such claim involves any subject matter 
with which he was directly connected while on active duty. 

b. Selling or contracting for sale. Under the statutes cited above, no retired 
Air Force officer, will sell, contract for the sale of, or negotiate for the sale of 
anything to the Air Force. This prohibition extends beyond the mere bargain 
ing which may precede the,execution or the modification of a contract. It in- 
cludes any activity on behalf of the prospective contractor which reasonably 
and directly is aimed toward forming the basis of a contract with the Govern 
ment. However, it is not the intent of this regulation to preclude a retired 
officer from accepting employment with private industry solely because his 
employer is a contractor with the Government. Therefore, this regulation 
should not be construed as applicable to activities which are only remotely 
connected with claims or contractual matters as distinguished from direct 
participation in obtaining a contract with the Government on behalf of a 
prospective contractor. 


9 
} 
il 


6. Reserve and National Guard officers 

a. Reserve and National Guard officers not on active duty are not, by sole 
reason of their status as such, considered to be officers of the United States. 
However, Reserve and National Guard officers on active duty are considered to 
be officers of the United States, and at the termination of any period of active 
duty, these officers become former military personnel within the meaning of 
paragraph 4 and the statutes set forth in paragraph 2b. 

b. Reserve and National Guard officers who are receiving retirement pay are 
not considered to be offiers or employees of the United States within the meaning 
of the statutes cited in paragraph 2 and, consequently, the provisions of para- 
graph 5 do not apply to these persons. 


7. Affidavits 


a. Obtaining affidavits. All retired Air Forces officers, and former personnel 
within 2 years after leaving the Air Force, seeking to do business with the 
Air Force will be required to file an affidavit stating: 

(1) Their former connection with the Air Force and the date of termina- 
tion thereof; 

(2) The subject matter of the business they are transacting and intend 
to transact with Air Force personnel, and whether their duties in their 
former connection with the Air Force related to the same subject matter: 

(3) Whether they gave any personal attention to the matters under con 
sideration or gained any personal knowledge of the facts thereof while con- 
nected with the Government. 
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b. Filing affidavit. If, from the statements in such affidavit and from such 
other information. as the Air Force may have in its possession, it appears that 
a violation of the policy or statutes as set forth in this regulation is not involved, 
the afliant will be granted clearance and the matter will be processed in the usual 
manner. Where a clear violation of the policy or statutes as set forth in this 
regulation is involved, the Air Force will withhold clearance and advise 
aftiant that he may forward his affidavit to the appropriate major air command 
for further consideration. 

c. Further consideration and decision. In any instance where a doubt exists 
concerning Whether the conduct of the former Government employee is pro- 
hibited by statute or contravenes the policy set forth in this regulation, the 
matter will be submitted for consideration and decision to the appropriate major 
air command and, if considered advisable by that command, the Office of the 
Secretary of the Air Force. 

8. Gratuities 


Air Force personnel will not accept any favor or gratuity, directly or in- 
directly, from any person, firm, corporation, or other entity which has engaged 
in, is engaged in, or is endeavoring to engage in, procurement activities or busi- 
ness transactions of any sort with the Air Force, where such favor or gratuity 
might influence, or might reasonably be interpreted as influencing, the imparti- 
ality of such personnel. If they believe that an offer of a favor or gratuity 

iy constitute attempted bribery, they will promptly report the offer to their 
immediate superior. The immediate superior, if he believes the offer constitutes 
an attempted bribe, will report it promptly to the nearest Office of Special In- 
vestigations, the Inspector General, USAF. Any question or doubt on the part of 
the immediate superior will be resolved in favor of referring the matter to the 
nearest Office of Special Investigations. 

9. Safeguarding information 


All contracts, specifications, records, opinions, accounts, correspondence, and 
other official documents and exhibits attached or pertaining thereto, and copies 
thereof, relating to the business transactions of the Air Force are the property 
of the United States. Despite the fact that such documents may not bear security 
classifications, they will not be given or shown to or discussed with anyone not 
officially entitled to them without the permission of competent authority. Par- 
ticular care will be taken to avoid the disclosure of information about procure- 
ments, purchases of supplies, construction and maintenance projects, preliminary 
or approved project estimates, and similar procurement data in advance of 
the time set for their official release, or under any circumstances that might give 
one competitor an advantage over another. Expression of personal opinion on 
procurement matters, particularly if they are based on any such information, 
will also be avoided. (Reference is made to AFR 70-18, which establishes policies 
governing the release of program data and procurement information.) 

By the order of the Secretary of the Air Force: 

Hoyt S. VANDENBERG, 
Chief of Staff, United States Air Force. 
Official : 
K. BE. THIEBAUD, 
Colonel, USAF, 
Air Adjutant General. 

Distribution: D; X; one copy to each officer on the retired list of the Regular 
Air Force (distribution to be made by Headquarters USAF). 

The Department of the Air Force has not employed consultants or experts 
during this 6 months’ period under the provisions of section 710 (c) of the Defense 
Production Act, or section 101 (b) of Executive Order 10182 or Executive Order 
10647. 

GENERAL SERVICES ADMINISTRATION 


On July 1, 1955, the General Services Administration had three appointees 
on its rolls under the authority of section 710 (b) of the Defense Production 
Act. Between August 1 and November 28, 1955, 2 of these individuals were 
separated so that as of the date of the issuance of the Executive order only 1 
such individual was on the rolls. No new appointments were made between 
July 1 and December 31, 1955. The file on the case of one individual was 
reviewed and it was found that the material required by sections 302 (a) and 
(b) had been filed with the Federal Register. 
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However, this material in the case of Arthur F. Johnson was filed on Decep. 
ber 30, 1956, 2 days after the 80-day compliance period specified by the Executive 
order. 

On July 1, 1955, the General Services Administration had 13 appointees on 
its rolls under the authority of section 710 (c) of the Defense Production Act 
and section 101 (b) of Executive Order 10182. Eight of these appointees were 
separated in the period between July 1 and August 1, 1955. There were no 
new appointments. As of December 31, 1955, there were five individuals serving 
under this authority. The files of these individuals were reviewed and it was 
found that each was properly serving in a consultant or expert position, and aj 
were fully qualified for the appointments they had received. 

The following are the instructions issued by the General Services Administra- 
tion with regard to employees without compensation : 


“Employees without compensation 


“1. Meaning of term.—Employees without compensation (or WOC employees) 
are persons of outstanding experience and ability who render free services 
under a formal agreement which is duly recorded. Such employees may perform 
special services, including services of an advisory or consulting nature, in con- 
neetion with activities authorized by the Defense Production Act. 

“2. Legal authority.—The authority to employ persons without compensation 
is contained in section 710 (b) of the Defense Production Act of 1950, as amended, 
and Executive Orders 10182 and 10205. 

“3. Employment requirements.—The employment of persons without com- 
pensation is proper only when: 

“(a) The duties of the position are concerned with activities authorized 
by the Defense Production Act; 

“(b) The duties of the position require outstanding experience and ability ; 

“(c) The proposed appointee has the outstanding experience and ability 
required for the position ; 

*“(d) The agency has been unable to obtain a person with the qualifica 
tions necessary for the position on a full-time, salaried basis; 

“(e) The proposed WOC employee has specified he wishes to serve without 
compensation. 

“4. Periods of service—Appointments of persons without compensation are 
limited in duration only by the need for their services and the availability of 
qualified personne! to serve on a full-time, salaried basis. 

“5. Waiver of compensation.—Each person appointed without compensation 
shall be required to sign a waiver of compensation in the following form: 

“T. the undersigned, having offered my services to the Government of the 
United States voluntarily and without compensation, do hereby for myself, my 
heirs, and my assigns relieve the Government of the United States from any 
claims, suits, or any other demands which I, my heirs, or assigns may now or 
hereafter have in connection with my volunteer services for the General Services 
Administration. 


(Date) 
( Witnesses) 


“ec, Approvals.—The appointments of all persons as experts, consultants, and 
or employees without compensation must have the prior approval of the Ad- 
ministrator. All recommendations shall be submitted first to the Director of 
Personnel, who shall be responsible for obtaining the required security clear- 
ances and for securing the Administrator’s prior approval of those actions in 
which the appropriate conditions have been met. 

“qd. Method of appointment.—Standard Form 50: Notification of Personnel 
Action, shall be used as the appointment instrument. Personal service con- 
tracts shall, under no circumstances, be utilized for the appointment of experts, 
consultants, or employees without compensation. 

“e. Effective date of appointment.—The Personnel Division shall establish the 
effective date of appointment after all administrative approvals and all legal 
and regulatory requirements have been met. No employees may report for 
duty and no payment shall be authorized for services rendered prior to the ef- 
fective date established by the Personnel Division. 
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“¢, Procedure for requesting appointments.—Operating officials contemplating 
qa need for the services of an expert or consultant (including persons to serve 
without compensation) shall submit the following information and documents 
to the Personnel Division : 

“j. Standard Form 52: Request for Personnel Action. In addition to the in- 
formation required in items 1 through 12, except 6B and 7, there shall be included 
in the remarks space of the standard form 52 (item A) the following infor- 
mation : 

“(a) The duration of the assignment; 

“(b) The tour of duty contemplated. For example, the proposed ap- 
pointee’s service will be required 3 days each week, 2 days a month, ete. 
if the appointee is to be on a regularly scheduled basis, the hours and the 
days he is to work each week shall be shown; 

“(c) A brief statement of the qualifications to be required of the in- 
cumbent ; 

“(d) In those cases where the appointment is to be made under section 
710 (b) or (ec) of the Defense Production Act, as amended, and Executive 
Orders 10182 and 10205, a certification that the proposed appointee will be 
assigned to a position essential to the administration of the functions dele- 
gated to GSA pursuant to the act by the Executive orders; 

“2. Standard Form 75, Position Description, covering the duties to be per- 
formed by the incumbent. This statement must be in sufficient detail to show 
whether the job is actually one requiring the services of an expert, consultant, 

‘a person of outstanding experience and ability when the service is to be per- 
formed without compensation ; 

“3. Standard Form 57, Application for Federal Employment, when a specific 
individual is being proposed ; 

“These documents shall be routed through the usual administrative channels 
for clearance prior to submission to the Personnel Division in the same manne} 
as all other requests for personnel action.” 


INTERSTATE COMMERCE COMMISSION 


On July 1, 1955, the Interstate Commerce Commission had five appointees 
on the rolls under the authority of section 710 (b) of the Defense Production 
Act and section 101 (a) of Executive Order 10182. No new appointments were 
made between the period July 1 and December 31, 1955, nor were there any 
separations. Our review of the files in these five cases showed that the agency 
and the appointee had filed the statements required by sections 302 (a) and (b) 
with the Federal Register. 

The Interstate Commerce Commission has not issued instructions or regula- 
tions with regard to conflict between the private and public interests of ap- 
pointees. Since this agency uses these WOC appointees in an advisory capacity 
only, the question of their participation in policy decisions does not arise. 

On July 1, 1955, the Interstate Commerce Commission appointed 5 consultants 
at $50 per day under the provisions of section 710 (c) of the Defense Produc- 
tion Act and section 101 (b) of Executive Order 10182. No new appointments 
have been made since that date, nor have there been any separations. In review- 
ing the files in these five cases, we found the only statements of duties of record 
were very brief statements on the notification of personnel actions. None was 
adequate to determine that the position was that of a consultant, nor could the 
specific area of work to be determined. The experience records of at least two 
of these appointees were so brief that a determination as to qualifications could 
not be made. The agency has agreed to expand the statement of duties so that 
a determination as to whether the position is properly that of consultant or 
expert can be made. Agreement was also reached that the experience records 
would be expanded so that determinations could be made as to qualifications. 
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[Transmittal letter dated April 25, 1956] 


~~, 
UNITED STATES CIviL ServicE CoMMISSION 
WASHINGTON 25, D. C. 


PERIODIC SURVEY OF APPOINTMENTS UNDER AUTHORITY GF THg 
DEFENSE PRODUCTION ACT AND EXECUTIVE ORDER 10647 
January 1—March 3), 1956 
Report oF Survey Unper PARAGRAPH 710 (Rn) 


(7) oF THE Derense Propvuction 
ACT AND SECTION 305 (A) OF EXECUTIVE ORDER 10647 


INTRODUCTION 


This survey covers appointments under the authority of subsections 710 (b) 
and 710 (c) of the Defense Production Act, as amended by Public Law 295, and 
Executive Order 10647 for the period January 1, 1956, through Mareh 31, 1956 


‘ 
», 


It is submitted in compliance with those parts of the law and the Executive order 
which require the Chairman of the United States Civil Service Commission to 
survey such appointments at least once every 3 months and report his findings 
to the President and to the Joint Committee on Defense Production. 

The report consists of (@) a statistical summary of WOC’s on the rolls or 
appointed during the period, (b) a statistical summary of the paid consultants 
or experts on the rolls or appointed during the period, and (c) a narrative 
statement covering the findings in each of the departments or agencies covered 
by the survey. 

One general area of noncompliance needs further explanation. This area 
relates to those employees originally appointed under Executive Order 10182 
prior to August 1, 1955, who filed financial statements with the Federal Register 
during the 30 days subsequent to the signing of Executive Order 10647 on 
November 28, 1955. The agencies and the individuals had assumed that revised 
statements were not required until 6 months after the date the original state- 
ments were filed. Evecutive Order 10647 provides, however, that all persons 
previously appointed under E-ecutive Order 10182 who were still employed on 
the date of this order should be deemed for all purposes to have been appointed 
under this order and to be subject to its provisions. It is the interpretation 
of the Department of Justice, concurred in by the Civil Service Commission, 
that even though financial statements were not filed until December for these 
persons who were on the rolls as of August 1, 1955, the statements must be 
construed as representing the financial holdings of the appointees as of the date 
of appointment, August 1, 1955. The revised statements should therefore have 
heen filed to represent changes as of February 1, 1956. We have issued clarifying 
instructions to the interested agencies on this point. Failures to file revised 
statements as of February 1, 1956, in these cases, constitute technical violations 
but certainly should not be construed as a reflection either upon the individuals 
or the agencies. All agencies are taking immediate steps to see that these 
revised statements are filed and a considerable number have already been 
published in the Federal Register. Since this was a general area of misunder- 
standing, the following report lists the number of such cases but not the names 
of the individuals. 

There are two instances in which the figeres given in our statistical summaries 
for the period ending December 31, 1955, require correction. In the chart 
covering WAE consultants and experts which appeared on page 3 of that report, 
64 sneh individuals were shown as being on the rolls of the Army as of D-cem- 
ber 31,1955. Since our current survey showed only 57 on the rolls as of January 
1, 1956, we inavired into this discrepancy. We found that due to deaths and 
resignations which occurred before December 31, 1955, but concerning which 
personnel reports had not been received at the time of our survey, there were 
actually only 57 such consultants on the rolls. In the same agency our previous 
statistical report appearing on page 2 showed 24 WOC appointees on the rolls 
as of December 31, 1955. Our current survey showed only 19 on the rolls as of 
January 1, 1956. Our inquiry in this regard showed that five individuals had 
resigned prior to December 31, 1955, but that the personnel actions covering these 


resignations had not been received and made a part of the record until after 
January 1, 1956. 
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STATISTICAL SUMMARY 


I. Appointees without compensation 
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2a 31, 1956 31, 1956 1956 oa positions 
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II. Consultants and experts, WAL, not to exceed $50 per day 
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SUMMARY OF AGENCIES 
COM MERCE 


On January 1, 1956, the Department of Commerce had 38 appointees on the 
rolls under section 710 (b) of the Defense Production Act and section 101 (a) 
of Executive Order 10647. Between January 1 and March 31, 1956, there were 
23 new appointments and 13 separations, so that as of March 31, 1956, there were 
{8 individuals carried on a WOC basis under the authority of the Defense Produc- 
tion Act. 

The four-point certification required by section 301 (a) of Executive Order 
10647 was made for all WOC appointees between January 1 and March 31, 1956. 
There were detailed and satisfactory position descriptions in the folder of each 
WOC appointee which are acceptable as the validating statement on point No. 1 
of 301 (b). Also appearing in the personnel folders were the validating state- 
ments required by points 2, 3, and 4 of section 301 (b) of the Executive order. 

Financial statements had been filed with the Federal Register for each of these 
23 new appointees. 

Our last survey indicated 20 cases in which points 2, 3, and 4 of 301 (b) had 
not been validated. This survey indicated that these statements were now in 
the files in all of these cases. 

As was indicated in the introduction to this report, there was a general mis- 
understanding as to the date on which revised financial statements should be 
filed for those individuals previously appointed under Executive Order 10182 
who were on the rolls August 1, 1955. There are 9 such individuals still on 
the rolls in the Department of Commerce. In 5 cases the revised financial state- 
iment has now been filed and it will be filed in the 4 remaining cases within the 
next 10 days. We will make sure in our next survey that this has been done. 

Our previous report outlined in detail the procedures and written instruc- 
tions issued by the agency covering WOC appointments. Since there has been 
no change in these instructions since our last survey, they are not repeated in 
this report. 
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On January 1, 1956, the Department of Commerce had 12 appointees on jts 
rolls under the authority of section 710 (c) of the Defense Production Act ana 
section 101 (b) of Executive Order 10647. There was just 1 additional appoin; 
ment in the 3 months’ period between January 1 and March 31, 1956. The folder 
of this appointee was reviewed and he was found to be qualified and properly; 
serving in a consultant position. . 


OFFICE OF DEFENSE MOBILIZATION 


On January 1, 1956, the Office of Defense Mobilization had 64 appointees o 
its rolls under section 101 (a) of Executive Order 10647. In the period betwee; 
January 1, and March 31, 1956, 6 additional appointments were made under thy 
provisions of this Executive order. 

A review of the individual files in these six cases indicated that these indj 
viduals had filed the financial statements required by sections 302 (a) and (b 
of the Executive order. The files also contained the written certification by the 
head of the agency required by section 301 (a) of the Executive order, as wel! 
as the supporting statements required by section 301 (b). These statements were 
reviewed and adequately covered the required area. The 49 WOC employees i 
the Office of Defense Mobilization who were on the rolls August 1, 1955, and who 
are still with the agency, had not filed revised financial statements with the 
Federal Register. The agency is taking steps to comply with the instructions 
recently issued by the Civil Service Commmission in this regard. 

On January 1, 1956, the Office of Defense Mobilization had 56 appointees o1 
its roles under the authority of section 101 (b) of the Executive order. Betweer 
January 1, and March 31, 1956, there were 8 new appointees under this sectior 
of the order and 1 separation so that as of March 31, 1956, there was a total of 
63 such employees on the rolls of this agency. A review of the files in each of the 
cases of the 8 new appointees indicated that in all but 1 case the individuals had 
been appointed to expert and consultant positions and that each was qualified 
for such appointment. We questioned the appointment of Mr. George B. Beitze 
to the position of consultant (horological industry). Mr. Beitzel appeared to 
lack qualifying experienec for the position as described in his position descrip- 
tion. While the duties of the position were to advise the Administrator on tech- 
nical and general problems related to the horological industry, the incumbent's 
experience has been, since 1929, exclusively in the salt industry. He is the 
retired owner of a salt factory in Pennsylvania. His major field in educatio: 
is chemistry. 

This matter was discussed with appropriate agency officials who advised us 
that the position description was in error. Mr. Beitzel, we were told, is to be ; 
consultant to the Administrator on administrative practices used in several of 
the committee operations at the Office of Defense Mobilization, the horological 
industry group being only one of such committee activities. The agency agreed 
to develop an accurate statement of duties for this position. We will review 
this case again at the time of our next survey. 

Since the last survey, the Office of Defense Mobilization has issued new in- 
structions relating to the employment of persons serving without compensatior 
(WOC) under the Defense Production Act. These were issued on January 20, 
1956, and are as follows: 

II-Adm— AI-111 
JANUARY 20, 1956. 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 


ADMINISTRATIVE INSTRUCTION—IE-111 


Subject: Employment of persons serving without compensation (WOC) under 
the Defense Production Act. 


SECTION I. PURPOSE 


01 The purpose of this instruction is to prescribe the policies and pro- 
cedures for the employment of persons to serve on a without compensation 
basis (WOC’s) under the authority of section 710 of the Defense Production 
Act of 1950, as amended. 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 


SECTION 2. DEFINITION 


01 As used in this instruction, the term “employee without compensation” 
or WOC employee) means a person of outstanding experience and ability 
who is employed to serve on a without compensation basis. He may perform 
ther line (operating) duties or staff (nonoperating) (advisory) duties, but 
r purposes of definition, he will not be designated as an expert or consultant. 
fhe position title for such employee is one which is descriptive of the work to 
be performed, for example, “Assistant Director for Materials” or “Adviser 
Price Stabilization ).” 


SECTION 8. LEGAL AUTHORITY 


01 Legal authority to employ persons on a without compensation basis is 
set forth in section 710 (b) of the Defense Production Act of 1950, as amended, 
and Executive Order 10647 of November 28, 1955. Authority to employ persons 
on a without compensation basis has been delegated by the President to the 
Director of the Office of Defense Mobilization without authority to redelegate 
Accordingly, the Director must personally approve each proposed WOC can 
didate for employment prior to appointment. Persons previously appointed 
under Executive Order 10182 are now subject to the provisions of Executive 
Order 10647. 


SECTION 4. POLICY AND REGULATIONS APPLICABLE TO WOC EMPLOYMENT 
01 The Director exercises his authority under the Defense Production Act 
appoint persons on a without compensation basis in accordance with the 

following. 

1. So far as possible, operations under the act shall be carried on by 
full-time, salaried employees of the Government, and appointments under 
this authority shall be to advisory or consultative positions only. 

2. Appointments to positions other than advisory or consultative may be 

made under this authority only when the requirements of the position 

are such that the incumbent must personally possess outstanding expe- 
rience and ability not obtainable on a full-time, salary basis. 

3. In the appointment of personnel and in assignment of their duties, 
the Director shall take steps to avoid, to as great an extent as possible, any 
conflict between the governmental duties and the private interests of such 
personnel. 

4. Appointees shall, when policy matters are involved, be limited to 
advising appropriate full-time salaried Government officials who are respon- 
sible for making policy decisions. 

02 Each Assistant Director will be responsible for the preparation of the 
statement required by section 310 (b) of Executive Order 10647 for certification 
hy the Director prior to the appointee’s entrance on duty. This statemen: shall: 

1. Describe the functions under the act which the appointee is expected 
to perform and his responsibilities and duties in performing such functions 

2. Show why the head of the agency has concluded that the duties of 
the position require outstanding experience and ability. 

3. Show the appointee’s experience and accomplishments which justify 
the conclusion of the head of the agency that the employee has outstanding 
experience and ability. 

4. Set forth a summary of the reasons why the head of the agency has 
been unable to obtain a person with the qualifications necessary for the 
position on a full-time, salary basis. 

8 Duration of appointment.—Appointments of persons to serve on a with- 
out-eompensation basis shall not exceed 6 months except as specifically author- 
ized by the Director. At the end of the 6 months’ period, WOC appointments 
will be terminated, or when justified, such appointments may be extended for an 
additional period not to exceed 6 months. However, if the requirements for a 
person’s services are for a period of less than 6 months, the appointment shall 
be limited accordingly, e. g., 1 week, 1 month, 3 months, ete. 

.04 Transportation and per diem in lieu of subsistence.—Persons appointed 
on a without-compensation basis may be allowed transportation and not to ex- 
ceed $15 per diem in lieu of subsistence while away from their homes or regular 
places of business, pursuant to such appointment. 
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SECTION 5. REGULATORY REQUIREMENTS 






01 Establishment of position.—A position description setting forth the duties 
to be performed shall be prepared prior to appointment. 

02 Availability of funds.—Appointment of WOC employees, as in the case of 
all other employees, is subject to advance budgetary determination as to avail- 
ability of funds for transportation and per diem in lieu of subsistence. 

.03 Preemployment security clearance.—All appointments of WOC employees 
are subject to preemployment security clearance. 

04 Effective date of appointment.—No employee may report for duty and 
no payment will be authorized for travel expenses or per diem prior to the ef- 
fective date of the appointment. The Personnel Office shall set the effective date 
after all administrative approvals have been obtained and all legal and regu- 


latory requirements have been met. 


.05 Statements to be filed with Federal Register.— 


1. The Director shall file with the Division of the Federal Register for 
publication in the Federal Register a statement including the name of the 
appointee, the employing department or agency, the title of his position, and 
the name of his private employer. 

2. The ODM Personnel Office will file for the appointee with the Division 
of the Federal Register for publication in the Federal Register, the ap- 
pointee’s statement listing the name of any corporation of which he is an 
officer or director, or in which he owns, or within 60 days preceding his ap- 
pointment has owned, any stocks, bonds, or other financial interests, and 
the names of any partnerships in which he is, or was within 60 days pre 
ceding his appointment, a partner, and the names of any other businesses in 
which he owns, or within such 60-day period has owned, any similar interest. 
At the end of each succeeding 6-month period, the ODM Personnel Office 
shall file the appointee’s statement with such Division for publication in 
the Federal Register showing any changes in such interests during the 6- 
month period. 


SECTION 





6. 





PROCEDURE GOVERNING THE EMPLOYMENT OF WOC EMPLOYEES 








.01 Each Assistant Director and staff unit head contemplating the need for 


WOC employees shall: 


1. Prepare a position description (OF-S8) in quadruplicate setting forth 
the duties and responsibilities of the proposed position. 

2. Communicate with the person proposed for employment, outlining in 
detail the conditions of employment, the regulatory requirements govern- 
ing such employment, that effective date of appointment may be determined 
only after all prior approvals and clearances have been obtained, and that 
such employment is subject to the approval of the Director. Under no 
conditions will any commitment or arrangement be made to engage the 
services of such personnel during the initial discussion. 

3. If the person is willing to consider such employment, request the pro- 
spective employee to complete in detail: 

a. Standard form 60, Application for Federal Employment, ac- 
counting for all periods of employment and including qualifications bear- 
ing upon the duties of the position (original only). 

b, Standard form 85, Security Investigation Data for Sensitive Posi- 
tion, (in quadruplicate). 

ec. Standard form 87, Fingerprint Chart, (original only). 

d. Form ODM-—163, statement of business and financial interests (in 
quintuplicate ). 

4. Prepare standard form 52, Request for Personnel Action, in dupli- 
eate, entering in “Remarks” space, information regarding the workweek, 
if appropriate; proposed duration of the assignment; and brief summary 
of desirable qualification requirements of the position. 

5. Submit standard form 52, properly prepared and signed, to the Ad- 
ministrative Assistant to the Director, who will submit the request to the 
Director for approval and, on approval, to the Personnel Office for processing. 
The following documents will be submitted with each SF-52: 

a. OF-8: Position description. 


b. Forms completed by the proposed appointee as listed under item 3 
above. 
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c. Copies of all correspondence and a record of telephone calls or per- 
sonal interviews pertinent to the proposed appointment. 
d. Memorandum to person proposed for employment without com- 
pensation limiting his authority in policy matters. (See illustration A.) 
This memorandum will be prepared for the signature of the Director. 
e. State for certification by the Director as outlined in section 4.02. 
02 The Personnel Office, on receipt of the standard form 52 approved by the 
Director, shall: 
1. Determine the appropriateness of the proposed action in light of the 
legal and policy requirements outlined in sections 3 and 4 of this instruction. 
2. Conduct the necessary recruitment to determine if acceptable candi- 
dates are available on a full-time salaried basis, if appropriate. 

3. Prepare, for signature of the Director, certifications required by law 
or administrative policy and notice of appointment to be filed with the 
Division of the Federal Register (sec. 5.05). 

4. Establish the entrance on duty date and notify all concerned including 
the proposed appointee. 

5. Maintain official personnel file on each person appointed for inspection 
of Civil Service Commission. 

03 Change of duties—Employees serving on a without compensation basis 
shall perform the duties described in the statement of duties. 


If any change 

ceurs Which affects the duties to be performed, particularly if the duties change 

from those of an advisory to an operating character, a request for personnel 

action, SF-52, shall be prepared requesting the employee’s separation from his 

present position and transfer to the new position. , 
04 Separation from the rolls.— 

1. When it is determined there is no further need for the services of an 
employee serving on a without compensation basis, the Assistant Director 
or Staff Unit Head shall prepare and forward through established channels 
to the Personnel Office a request for personnel action, SF—52, requesting 
termination of services. 

2. Each Assistant Director and Staff Unit Head is also responsible for 


initiating and submitting, 2 weeks prior to expiration date of appointment, 


a SF-52 requesting the extension of appointment for each employee whose 
services are to continue. 


3. Payment may not be made for services rendered after the expiration 
date of appointment. 


SECTION 7. CONFLICT OF INTEREST 


01 Exemptions from statutes—Section 710 (b) (4) of the Defense Pro- 
luction Act of 1950, as amended, exempts persons employed without compen- 
sation with respect to such employment, from the operation of sections 281, 
283, 284, 484, and 1914 of title 18, United States Code, and section 190 of the 
Revised Statutes, except as provided in item .02 of this section. 

02 Activities not erempted.—The exemptions listed above do not 
to the following activities: 

1. Exemption hereunder shall not extend to the negotiation or execu- 
tion, by such appointee, of Government contracts with the private employer 
of such appointee or with any corporation, joint stock company, associa- 
tion, firm, partnership, or other entity in the pecuniary profits or contracts 
of which the appointee has any direct or indirect interests. 

2. Exemption hereunder shall not extend to making any recommenda- 
tion or taking any action with respect to individual applications to the 
Government for relief or assistance, on appeal or otherwise, made by the 
private employer of the appointee or by any corporation, joint stock com- 
pany, association, firm, partnership, or other entity in the pecuniary profits 
or contracts of which the appointee has any direct or indirect interest. 

3. Exemption hereunder shall not extend to the prosecution by the ap- 
pointee, or participation by the appointee in any fashion in the prosecu- 
tion, of any claims against the Government involving any matter con- 
cerning his employment under this subsection, during the period of such 
employment and the further period of 2 years after the termination of 
such employment. 

4. Exemption hereunder shall not extend to the receipt or payment of 
salary in connection with the appointee’s Government service hereunder 
from any source other than the private employer of the appointee at the 
time of his appointment hereunder. 


extend 
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SECTION 8. POLITICAL ACTIVITY RESTRICTIONS 


.01 WOC employees are subject to the political activity restructions of section 
9 (a) of the Hatch Act (5 U. 8. C. 118), while on an active duty status. 

.02 WOC employees on a full-time basis are subject to the same restrictions 
as a regular employee of the agency. 

.03 WOC employees employed on a part-time and intermittent basis are 
subject to these restrictions while on active duty status. This covers the ful) 
24 hours of any day that the individual performs some services for the Govern- 
ment rather than just the actual hours of employment. 


SECTION 9%. DISTRIBUTION 


01 A copy of this instruction will be distributed to all employees currently 
on the rolls of ODM and to each new employee at the time of entrance on duty, 


SECTION 10. REVOCATION 


.01 All other instructions or parts of instructions, the provisions of which 
are inconsistent or are in conflict with this instruction, are hereby amended 
or superseded accordingly. 


SECTION 11. EFFECTIVE DATI 


01 This instruction is effective immediately. 
Vicror E. Coo.ey, 
Acting Director. 


Il-Adm-—AI-111 

JANUARY 20, 1956. 

Illustration A 
EXECUTIVE OFFICE OF THE PRESIDENT 


OFFICE OF DEFENSE MOBILIZATION 
MEMORANDUM 


As a WOC employee of the Government under authority of subsection 710 (b) 
of the Defense Production Act of 1950, as amended, your activities are limited 
by the following subsection of that act: 

“(3) Appointees under this subsection (b) shall, when policy matters are 
involved, be limited to advising appropriate full-time salaried Government offi 
cials who are responsible for making policy decisions.” 

Consonant with the statutory limitation you will refer the making of policy 
decisions to me or to the Deputy Director when, in the discharge of your official 
duties, such decision becomes necessary. You are, of course, free to recommend 
policy or to participate in the deevlopment of recommendations with respect to 
policy matters and you are free to make decisions in the area of your duties and 
responsibilities which conform to established policy. 

Artuvr 8. FLemMMIne, Director. 

Original to appointee. Copy to Personnel. 


INTERIOR 


On January 1, 1956, the Interior Department had one appointee on its rolls 
under the authority of section 101 (a) of Executive Order 10647. This individual 
was separated on January 6, 1956, and there were no new appointments during the 
3-month period. The Department therefore had no WOC employees on its rolls 
under the authority of the Defense Production Act as of March 31, 1956. 

On January 1, 1956, the Department of Interior had 7 consultants and 
experts on its rolls under the provisions of section 101 (b) of Executive Order 
10647. There were 2 separations and no new appointments during the 3-month 
period so that as of March 31, 1956, there were 5 appointees on the rolls under 
this section of the Executive order. 
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DEPARTMENT OF DEFENSE 
Onice of the Secretary 

On January 1, 1956, the Office of the Secretary of Defense had no WOC ap- 
pointees on its rolls under the authority of section 101 (a) of Executive Order 
10647, nor were there any appointments under this authority during the 3-month 
period between January 1 and March 31, 1956. 

On January 1, 1956, the Office of the Secretary had two consultants and ex- 
perts serving under the provisions of section 101 (b) of Execntive Order 10647. 
There were ho new appointees under this section so that there was a total of two 
employees on the rolls as of March 31, 1956. 

The Office of the Secretary of Defense has issued no new instructions with 
regard to the employment of WOC’s under the authority of the Defense Produc- 
tion Act since our last report. 


irmy 


On January 1, 1956, there were 19 individuals serving without compensation 
in the Department of the Army, under the authority of section 101 (a) of Execu- 
tive Order 10647. In the period between January 1 and March 31, 1956, there 
were no new appointments so that these 19 individuals were the only ones carried 
in the rolls as of March 31, 1956. 

Since all of these 19 appointees had been on the rolls since August 1, 1955, re- 
vised financial statements should have been filed with the Federal Register. The 
Commission's clarifying instructions in this regard have been brought to the at- 
tention of proper officials in this Department and we have been advised that 
revised statements will be filed as rapidly as possible. 

The instructions issued by the Department of the Army with regard to the 
appointments of consultants and experts with and without compensation which 
were detailed in our previous survey have not been amended or changed. 
lir Foree 

On January 1, 1956, the Department of the Air Force had four individuals 
serving under the authority of section 101 (a) of Executive Order 10647 and 
section 710 (b) of the Defense Production Act. Between January 1 and 
March 31, 1956, there was one additional appointment. There were no sepa- 
rations. Therefore, as of March 31, 1956, there were five individuals serving 
under this authority. The case of the one individual who was appointed dur- 
ing this period was reviewed in detail and it was found that the files contained 
adequate statements by the agency as to the Certificates required by section 
301 (a) of the Executive order, as well as the additional requirements of section 
301 (b). It was also found that there was compliance with regard to the material 
required to be filed with the Federal Register under sections 302 (a) and 302 (b). 

Agency officials advised that immediate steps would be taken to see that the 
one individual who has continued on the rolls since August 1, 1955, files the 
required revision of his financial statement immediately. 

The general instructions and standards issued by the Air Force relating to 
the employment of consultants and experts which were quoted in detail in our 
last survey report were not changed during this 3 months’ period. 

The Department of the Air Force has not employed consultants or experts 
inder the provisions of section 101 (b) of the Executive order and section 
710 (e) of the Defense Production Act. 


GENERAL SERVICES ADMINISTRATION 


On January 1, 1956, the General Services Administration had one appointee 
on its rolls under the authority of section 710 (b) of the Defense Production 
Act. There were no new appointments between January 1 and March 31, 1956. 
Chere are, therefore, no new cases to be covered. A revised financial state- 
ment had not been filed by the one individual still employed. We are assured 
that the revision will be filed immediately. The individual concerned is not in 
Washington and the agency is having difficulty in locating him in order to obtain 
the financial change statement. 

On January 1, 1956, the General Services Administration had five appointees 
on its rolls under the authority of section 710 (c) of the Defense Production 
Act. In the period between January 1 and March 31, 1956, there was one new 
appointee. This was Mr. Ray T. Middleton. The file on Mr. Middleton was 
reviewed and it was found that the information in his personnel folder was 
extremely meager and incomplete. The position description was obscure and 
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it was impossible to tell from it the exact nature of Mr. Middleton’s assigy 
ment. The application form was also incomplete. From the work experience 
listed on it we could find nothing to support Mr. Middleton’s appointment as 
a consultant in the field of stockpiling critical materials. 

The foregoing was brought to the attention of agency officials. We are ip. 
formed that Mr. Middleton will not be called for active duty and that his appoint. 
ment will be allowed to expire. 

The instructions issued by the General Services Administration with regard 
to employees without compensation have not been changed since previously 
reported. 


INTERSTATE COMMERCE COMMISSION 


On January 1, 1956, the Interstate Commerce Commission had 5 individuals 
on its rolls under the authority of section 101 (a) of Executive Order 10647 and 
section 710 (b) of the Defense Production Act. There were no new appointments 
between January 1 and March 31, 1956, and no separations, so that these same 5 
individuals were on the rolls at the close of the period surveyed. All of these 
5 had been appointed prior to August 1, 1955, so that revised financial state 
ments should have been filed with the Federal Register as of February 1, 1956 
The instructions recently issued by the Civil Service Commission in this regard 
were brought to the attention of agency officials. 

In our last survey report it was stated that the Interstate Commerce Com 
mission had issued no instructions to assure that WOC’s are used in an advisory 
capacity only, in connection with policy decisions. We are now informed that 
all officials and employees are required to sign a statement setting forth that they 
have no “official relation to or own any security of” or are “in any manner 
pecuniarily interested in any carrier or other agency subject to any provisions 
of the Interstate Commerce Act.” 

On January 1, 1955, the Interstate Commerce Commission had 5 individuals 
on its rolls under the provisions of section 101 (b) of the Executive order and 
section 710 (c) of the Defense Production Act. No new appointments were made 
during the 3 months’ period covered by the survey nor were there any separations 
The total at the close of the period, therefore, continued at five. 


Senator Frear. The subcommittee will stand in recess, subject to the 
vall of the Chair. 

(Whereupon, at 11:03 a. m., the subcommittee was recessed, subject 
to the call of the chairman.) 

(Supporting statements in connection with appointments of WOC’s 
supplied by Department of Commerce :) 


OFFICé MEMORANDUM, UNITED STATES GOVERN MENT 


JANUARY 31, 1956. 
To: Mr. Carlton Hayward, Director of Personnel. 


From: Charles F. Honeywell, Administrator, BDSA, 
Subject: Mr. John V. Burley. 

Submitted herewith is a memorandum including concise and specific state- 
ments with respect to the circumstances of the appointment of Mr. John V. 
surley as Director, Iron and Steel Division, on a WOC basis. 

Mr. Burley was appointed to this position November 30, 1955. This memoran 
dum completes the data to support the appointment as set forth in the BDSA 
Manual Interim Procedure on the subject of WOC appointments pursuant to the 
Defense Production Act, dated December 22, 1955. 

FresrvuAry 1, 1956. 

To the best of our knowledge, there were no qualified candidates available from 
the applicant file, RPL, or among employees currently on the rolls. 





— 
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OFFICE MEMORANDUM UNITED STATES GOVERNMENT 


JANUARY 18, 1956. 
- P. G. Asher, Director of Administration. 


rom: Charles Halcomb, Deputy Director, Lron and Steel Division. 
ject: WOC appointment of Mr. John V. Burley to position of Director, Iron 
and Steel Division. 
It is requested that Mr. John V. Burley, Republic Steel Corp., Cleveland, Ohio, 
producers of steel mill products be appointed on a full-time basis as WOC Di- 
tor, Iron and Steel Division. Mr. Burley’s corporation has agreed that he 
may serve for 6 months. It is therefore requested that he be appointed for a 6- 
month period. 
In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s, the following information is submitted: 
Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 


(1) Defense Production Act of 1950 
(2) National Security Act of 1947 
(3) Strategic and Critical Materials Stockpiling Act 
(4) Reorganization Plan No. 3 of 1953 
(5) Executive Order 10480 
(6) DMO-I-4A (ODM): Agency Responsibilities in Completing and Main 
taining the Mobilization Base 
DMO-I-7 (ODM): Delegation of Authority to Certain Officers and 
Agencies 
DMQO-I-& (ODM): Assignment of Defense Mobilization Responsibili- 
ties—The United States Department of Commerce 
DMO V-1 (ODM): Creating an Interdepartmental Materials Advisory 
Committee 
DMO V-2 (ODM): Establishment of a Titanium Advisory Committee 
DMO VII-5 (ODM): Designation of Supply and Requirements 
Agencies 
DMO VII-6 (ODM): Expansion Goals 
DMO VII-9 (ODM): Establishment of Mobilization Production Com 
mittee 
(14) DMO IX-1 (QDM): Reestablishment of the Teleconmunications 
Planning Committee 
(15) Department Order No, 152: Organization and Functions of the Busi- 
ness and Defense Services Administration 


Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities : 

(1) Administration of the defense materials system.—This includes recom- 
mendations, Where appropriate, for directive and other forms of special assist- 
ance in aid of defense and AEC procurement and production. Also included is 
the continuing study and review of military and civilian requirements of con- 
trolled materials for the purpose of determining quarterly military setasides, an 
essential feature of DMS. 

(2) Standby regulations and orders.—Development of such regulations and 
orders for partial and full mobilization. This involves intimate knowledge of 
inilitary and civilian requirements and availability of materials and end products, 
as well as productive capacity, plant locations, and similar detailed knowledge 
of the iron and steel industry. 

(3) Expansion goals.—-Advising with respect to such goals. This involves 
similar knowledge as to supply and requirements, development of new products, 
substitutes, etc. 

(4) Stockpiling—Recommending stockpile goals, rate of acquisition and with- 
drawals, etc.—This requires knowledge as to material sources, rates of produc- 
tion and consumption under various conditions, availability of domestic supplies, 
and status of development of substitutes. 

(5) Supply and requirements.—Correlation of requirements under mobiliza- 
tion conditions with available supplies requires the same type of specialized 
familiarity with current conditions within the industry as is needed in conneciten 
with stockpiling and expansion goal activities. 

(6) Feasibility tests—These involve analysis of the total requirements of 
defense, defense-supporting and minimum civilian requirements in various eco- 
nomic areas in relation to availabilities (plant capacities, materials, manpower, 
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etc.) in the same areas, for the purpose of making determinations as to feasibility 
of program proposed in realtion to mobilization. 

(7) Industrial defense.—Data must be developed and supplied to the cognizant 
offices within BDSA for their use in rating facilities and in developing appropri- 
ate measures to minimize loss of essential production as a result of enemy attack, 
This function demands current familiarity with military and essential civilian 
requirements, location of sources of production, transportation and distribution 
aspects, and identification of substitute or alternative sources. 

ln order to carry out these delegations and requests in connection there- 
with, this Division must determine and assure a continuous study of the peace- 
time and wartime supply and demand, both domestic and international, of iron 
and steel products, foundry products, ferroalloys, pig iron, forgings, refractories, 
and ferrous scrap, and the facilities required for their production; products 
produced, both in a semifinished state for further fabrication and semifabri- 
cated products for consumption (see attached product scope). The defense 
activities and programs of this Division which the appointee, as Director of 
the Iron and Steel Division, is responsible for are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete 
review of essential military requirements in the event of full mobilization. 
This classified study is now being conducted by the Department of Defense 
and the Atomic Energy Commission. It will be the responsibility of the incum- 
bent to direct the personnel of the Iron and Steel Division to the extent neces- 
sary for a proper appraisal of these military requirements and the development 
of feasible studies as to the industry capacity, from which will be estabiished 
basic data mobilization requirements sheets. These will require a knowledge 
of the interchangeability of producing facilities to make the various products 
required and an understanding of the interrelationships of production practices 
in a very complex industry. 

Stockpile and conservation: This involves making recommendation on iron 
and particularly nickel and ferroalloy stockpiling, conservation policies and 
operations. Recommendations include opinions on stockpile goals, rate of 
stockpile, ete., with due consideration to the effect on defense and civilian 
production and the stability of the industry. 

Mobilization readiness program: The overall objective of this program is to 
develop a mobilization plan that lies within the Nation’s material and physical 
resources and generates the maximum military power that these resources 
can support, with due consideration of the needs and contributions of the rest 
of the free world. This involves: (a) studies and investigations in collabora- 
tion with other Government agencies and with industry, to determine the pro- 
ductive potential of the iron and steel industry to meet all-out mobilization 
requirements; (0) identification where possible of serious deficiencies in indus- 
trial capacity that will be needed at the time of emergency; (c) recommenda- 
tions for tax amortization and loans in connection with the expansion of 
industrial capacity needed to meet current defense production goals, as well as 
mobilization requirements (such recommendations in every instance to be made 
by a full-time career employee); (d@) maintaining and keeping up-to-date in- 
dustrial production and/or materials control on the economy for defense purposes. 

The Department’s program to foster, promote and develop United States 
industry and commerce involves serving at the focal point for the iron and 
steel and related industries within Government, and advising the Administrator 
and the Secretary of Commerce on policies and actions for carrying out the 
Department’s programs. It involves participating with the iron and steel in- 
dustry and the industry advisory committees in advocating national economic 
policies designed to promote industrial expansion and business programs at 
home and abroad; develop plans to prevent and alleviate business research; 
proposing policies to promote business stability and progress; providing infor- 
mation, guidance, and judgments on industry affairs; and working closely 
with industry and industry associations in representing business in Government. 

The incumbent is responsible for establishing the organization, as well as 
operating plans, recommendations and procedures needed to achieve the ob- 
jectives of the Division. 

‘The incumbent shall, when policy matters are involved, be limited to advising 
appropriate full-time Government salaried officials who are responsible for 
making policy decisions. 

Section .05 (b): The foregoing activities require a knowledge of the current 
methods used in the steel industry in production, distribution, metallurgy and 
administration. It also requires a current knowledge of the interchangeability 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 245 


of producing facilities and an understanding of the relationship of production 
practices and processes of the iron and steel industry including technological 
improvements not ordinarily to be found in a full-time salaried employee. It 
is the responsibility of the Lron and Steel Division to visualize the industry 
as a Whole and to assure adequate supply requirements, both for current de- 
fense needs and in the event of full mobilization. Essential studies and surveys 
to ascertain the facts are of such magnitude, they must necessarily be of a 
joint Government-industry interest. This Division, therefore, must with the 
full cooperation of industry assure essential facilities and production of a 
balanced nature. To participate in the organization and activities of such sur- 
yeys and studies, the position of the Director of the Iron and Steel Division 
requires a person of diversified experience in the iron and steel industry, which 
could only be gained over a long period of time and in the recent operations 
of this industry where many technological changes are taking place. Accord- 
ingly, it has been concluded that the duties of the position require outstanding 
experience and ability such as could be gained only by a lengthy and recent 
experience in the industry. 

Section .05 (c): To this end, we have been fortunate in locating a WOC, 
Mr. John V. Burley, who not only qualifies admirably with his background and 
industry experience, but can furnish for this task the requisite guidance and 
results over the 6-month period, graciously accorded by his firm, Republic 
Steel Corp., a leader in the field of production of steel mill products, carbon, 
alloy, and stainless. Mr. Burley, after his honorable discharge from the Army 
in February 1919, joined the Midvale Steel & Ordnance Co., Detroit, Mich., 
doing general sales work. From 1923 to 1925 he was in general sales work 
for the Bethlehem Steel Co., Detroit, Mich. In 1925 he joined the Republic 
Steel Corp. and has been with that steel producer ever since, working in various 
departments and assuming progressively important positions. At present 
Mr. Burley is assistant general manager of sales of the Republic Steel Corp., 
having supervision of sales and personnel in six of their district sales offices, 
in addition to assisting in overall supervision of all sales districts. His length 
of service with Republic Steel Corp. alone, from 1925 through 1955, has given 
him an outstanding opportunity to become thoroughly familiar with the varied 
problems having to do with production, distribution and personnel. During 
such service it has been necessary for him to work closely with other steel 
producers and with a great many steel-consuming industries which has given 
him a current knowledge of production and distribution methods of the industry 
and has kept him in close touch with recent technological improvements. He 
is extremely well thought of by men in similar positions in the iron and steel 
industry which will be of great value in securing cooperation between Govern- 
ment and the iron and steel and related industries. 


IRON AND STEEL PRODUCTS—-WROUGHT AND CAST 


(Either Carbon, Alloy, or Stainless) 


Ingots and semifinished (blooms, billets, slabs, tube rounds, sheet bar) 

Structural shapes and piling 

Plates, sheared, universal and strip 

Rails and track accessories (joint bars, tie plate, track spikes) 

Forged and rolled wheels and axles 

Bare—hot rolled, cold finished and reinforcing 

Tool steel 

Pipe and tubing 

Wire rods, drawn wire, wire products, such as nails, bale ties, woven-wire fence, 
barbed and twisted 

Tin-mill products (black plate, tin and turne plate, hot dipped tinplate, electro- 
lytic plate) 

Sheet and strip—hot rolled, cold rolled, galvanized, enameling and electrical 

Forgings—all types 

Ferrous castings-——all types 

Pig iron 

Refractories 

Ferroalloys and alloying elements such as nickel, chrome, tungsten, manganese, 
ete. 

Ferrous scrap 
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OFFICE MeMorANDUM, UNITED STATES GOVERN MENT 


Fesrvary 6, 1956 
To: Carlton Hayward, Director of Personnel. 
From: Chas. F. Honeywell, Administrator, BDSA. 
Subject: WOC Appointment for Joseph P. Crosby. 

Submitted herewith are certificate concerning appointment without compen- 
sation, a memorandum including concise and specific statements with respect to 
the circumstances of the appointment and forms SF-52, SF-57, CD-—79, SF-—ss, 
SF-87, and WOC-2 for the appointment of Mr. Joseph P. Crosby as Director. 
Metalworking Eyuipment Division, on a WOC basis. 

Notice of vacancy (WOC-1) for this position was submitted to your Office 
February 6, 1956. 

The position of Director, Metalworking Equipment Division, has been vacant 
since the termination of Mr. Ralph Baldenhofer’s appointment to that position 
November 4, 1955. Mr. Crosby will be available as soon as he is notified that 
his appointment action can be completed, therefore, it is requested that the 
processes necessary for a waiver of security clearance for Mr. Crosby be started 
as soon as possible, 


(Certain repetitive material has been deleted from the following memorandum) 
OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


FEBRUARY 1, 1956. 
To: Mr. P. G. Asher, Director of Administration. 
From: N. A. Olsen, Acting Director, Metalworking Equipment Division. 
Subject: WOC appointment of Mr. Joseph Patrick Crosby to position of Director 

It is requested that Mr. Joseph Patrick Crosby, vice president, the Lapointe 
Machine Tool Co., Hudson, Mass., manufacturers of machine tools, broaches, 
and related products and past president of the American Society of Tool En- 
gineers, be appointed on a full-time basis as a WOC Director of the Metalworking 
Equipment Division. Mr, Crosby’s company has agreed that he may serve for 
6 months. It is therefore requested that he be appointed for a 6-month period. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s, the following information is submitted : 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the De- 
partment, including but not limited to the following: 

* * a * * * * 


Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities : 

* os * ae * & * 

The Division is responsible for carrying out the foregoing functions and activi- 
ties as they relate to metalworking equipment industries and to industry in gen 
eral. In the field of mobilization planning the Division analyzes mobilization 
and defense supporting industries’ requirements and compares them to the poten- 
tial productive capacities of the metalworking industries in determining the 
most effective methods of industry’s participation in current defense programs 
and future national emergencies. In cooperation with Government and indus- 
try, the Division reviews the current activities of the metalworking equipment 
industries to assist in maintaining a strong national economy from the standpoint 
of production levels, adequate facilities, and availability of skilled, technical, and 
engineering personnel. Defense activities and programs which appointee will 
direct the performance of, his responsibilities and duties therewith, together with 
his programing in particular fields for which he is specially qualified, based upon 
background training and experience, are as follows: 

He will assist in studying and appraising mobilization requirements for 
machine tools, broaches and cutting tools and related metalworking equipment, 
appraise these requirements in the light of industry capacity, calling attention 
to deficiencies in capacity, and will develop essential plans and procedures for 
the establishment and/or maintenance of a sound mobilization base. He will 
review the military and defense supporting requirements for long lead time 
machine tools and related component studies leading to governmental action 
tor immediate procurement for defense and mobilization needs. He will review 
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assist in the implementation of the M-day machine tool trigger program 
assists in developing other trigger programs as may be determined to be 
essary. He will outline plans and methods whereby additional engineers and 
skilled personnel can be provided for the metalworking industries, both to meet 
ent defense needs and mobilization requirements. He will act as adviser 
| counsel in his field of specialized competence to other governmental agen- 
es, particularly the Air Force, Army, Navy, Atomic Energy Commission, Office 
lefense Mobilization, General Services Administration, and the Maritime 
ninistration. 
section .05 (b): The foregoing activities require a current knowledge of 
strinl systems, particularly in metalworking industries, and methods not 
It has accordingly 
concluded that the duties of the position require outstanding experience 
ability such as could be gained ordinarily only by recent experience in the 
ndustry. 
Section .05 (¢): To this end we have been fortunate in locating a WOC, Mr. 
ph Patrick Crosby, who not only qualifies admirably with his background 
nd industry experience, but can furnish for this task the requisite guidance and 
sults over the 6-month period graciously accorded by his firm. 


YDUSTRIAL SEGMENTS AND PRODUCT SCOPE OF THE METALWORKING EQUIPMENT 
DIVISION 


(List of 24 classes of metalworking equipment has been deleted) 


FEBRUARY 6, 
MEMORANDUM 


r Director of Versonnal. 
From: Administrator, BDSA. 
Subject: Notice of vacancy in operating position. 


the following position is vacant in BDSA: Director, Metalworking Equip- 

ent Division—GS-17. 

\Ve have no candidate to propose for appointment on a full-time, salaried 
masis, It is requested that you attempt to obtain from sources of recruitment 
ivailable to your office a full-time, salaried applicant qualified for this position. 
In the event recruitment sources reveal no qualified persons available to serve 
| this position on a full-time, salaried basis, it is requested that you sign and 
return this memorandum indicating this fact in order that action may be in- 
stituted to obtain the services of a qualified person on a WOC basis. 


Notification that no qualified salaried employee is known to be available. 

The recruitment sources of this office reveal no qualified person available at 
this time to serve in this position on a full-time, salaried basis. This has been 
determined by review of the applicant file, RPL, and employees currently on 
BDSA rolls. 

CARLTON HAYWARD, 
Director of Personnel. 
FEBRUARY 10, 1956. 


l. Suggest that ———— —- folder attached, be considered for this position. 
F. Seymour, February 7, 1956. 

2. No candidates. N. B. W.., February 7, 1956. 

3. No qualified candidates on RPL or in applicant files. M. A., February 8, 
1956, 


OrricE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 10, 1956. 
To: Mr. P. G. Asher, Director of Administration 
From: Courtlandt F. Denney, Director, Power Equipment Division 
Subject: WOC appointment of Mr. Wilbur F. Dueringer to position of Director. 
It is requested that Mr. Dueringer, now employed by Allis Chalmers Mannu- 
acturing Co., Milwaukee, Wis., manufacturers of heavy power equipment, be 
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appointed on a full-time basis as a WOC Director of this Division. Mr. Duer- 
inger’s company has agreed that he may serve for 6 months. It is therefore 
requested that he be appointed for a 6-month period. 

In accordance with section 2.05 of the Interim Procedure for Appointment 
of WOC’s, the following information is submitted: 

Section .065 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 


* * * * * * * 


Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities: 


* * * * * e et 

This Division is responsible for carrying out the above functions and activities 
as they relate to industries engaged in the manufacture of heavy power-gen- 
erating equipment, ship propulsion gears, nuclear reactors and related power 
generating equipment, all kinds of pressure vessels and shop assembled tanks 
prime mover generator sets driven by diesel, natural gas, and dual fuel engines, 
fabricated metal piping, water softeners and water-conditioning equipment. 

Specifically, during the period of tenure of Mr. Dueringer as Director, the Di- 
vision will be engaged and Mr. Dueringer will participate in the following ac- 
tivities and programs: 

This Division is responsible for supplying a chairman of an interagency com- 
mittee known as the Mobilization Boiler Study Group. This committee as 
sembles and correlates the requirements with available supplies of land and 
marine boilers under full mobilization Conditions. The report and recom- 
mendations of this committee have been submitted to ODM. Within the next 
few weeks it is anticipated that this committee will be called upon to explain 
its findings and recommendations to an advisory committee which has been ap- 
pointed by Dr. Flemming and which has been known as the Vance committee. 

The Division is »|so responsible for furnishing the chairman of an interagency 
committee known as the Mobilization Study Group for Steam Turbines and 
Marine Propulsion Gears. This committee has submitted its report and rec- 
ommendations to ODM. ODM upon advice and approval from the Vance Com- 
mittee has authorized GSA to procure $70 million worth of machine tools and 
equipment for rounding-out the capacity of turbine and gear manufacturers. 
This division is responsible for certifying to GSA the exact list of tools and 
equipment which are required by the manufacturers. 

Nuclear reactors have recently been assigned to this division. This is a com- 
pletely new industry which is growing by leaps and bounds. The potential ap- 
plications of this product encompass every branch of military, industrial, and 
welfare projects, so that a tremendous amount of time is required to follow the 
day-to-day developments of this industry. 

Section .05 (b): The foregoing activities require a current knowledge of in- 
dustrial systems and methods not ordinarily to be found in fulltime salaried 
yovernment employees. It has accordingly been concluded that the duties of the 
position require outstanding experience and ability such as could be gained only 
by recent experience in the industry. 

Section .05 (c): To this end we have been fortunate in locating a WOC, Mr. 
Dueringer, who not only qualifies admirably with his background and industry 
experience, but can furnish for these tasks the requisite guidance and results 
over the 6-month period. With the exception of power boilers, his firm is a 
leader in the fields mentioned above. 

Mr. Dueringer has served as a field engineer in charge of the installation, 
testing and operation of steam-turbine generator units in many utility power 
plants. Since 1950 he has been supervisor of sales of steam turbine units 20,000 
kilowatts and larger. This position involves supervision of several applica- 
tion engineers in their work of preparing proposals and selecting the right tur- 
bines to fit their customers requirements. It also involves supervision of all 
their field service engineers. His company is very active in the field of nuclear 


powered turbines which will be one of our chief responsibilities in the next 
6 months. 
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MEMORANDUM 
DECEMBER 28, 1955. 
fo: Director of Personnel. 
From: Administrator, BDSA (original signed by H. B. McCoy, Acting Adminis- 
trator. 
Subject : Notice of Vacancy in Operating Position. 

The following position will become vacant in BDSA on or about February 25, 
1956, as a result of the current incumbent completing his tour of duty: 

Director, Power Equipment Division, GS-17. 

We have no candidate to propose for appointment on a full-time, salaried basis. 
It is requested that you attempt to obtain from sources of recruitment available 
to your office a full-time, salaried applicant qualified for this position. In the 
event recruitment sources reveal no qualified persons available to serve in this 
position on a full-time, salaried basis, it is requested that you sign and return 
this memorandum indicating this fact in order that action m:, be instituted to 
obtain the services of a qualified person on a WOC basis. 


Notification that no qualified salaried employee is known to be available. 

Che recruitment sources of this office reveal no qualified person available at 
this time to serve in this position on a full-time, salaried basis. This has been 
letermined by review of the applicant file, RPL, and employees currently on 
BDSA rolls. 

CARLTON HAYWARD, 
Director of Personnel. 
FEBRUARY 2, 1956. 


OrFICE MEMORANDUM, UNITED STATES GOVERNMENT 


DECEMBER 28, 1955. 
lo: Mr. P. G. Asher, Director of Administration. 
From: Lowell B. Kilgore, Deputy Director, Chemical and Rubber Division. 
Subject: WOC Appointment of Mr. George A. Fowles to Position of Director. 

It is requested that Mr. George A. Fowles, now employed by the B. F. Goodrich 
Chemical Co., Cleveland, Ohio, be appointed on a full-time basis as a WOC director 
in this division. Mr. Fowles’ company has agreed that he may serve for 6 months, 
It is therefore requested that he be appointed for a 6-month period. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s, the following information is submitted: 

Section .05 (a). The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the De- 
partment as follows: 

* & - * * . & 

Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities: 

7 om * ~ * * a 


JANUARY 25, 1956. 
To the best of our knowledge there are no qualified candidates available from 
the applicant file, RPL, or among employees currently on the rolls. 


RUSSELL A, JOHNSON. 
. * * ~ a * os 

This Division is responsible for carrying out the above functions and activities 
as they relate to the chemical and rubber industries. 

Specifically, during the period of tenure of Mr. Fowles as Director, the Di- 
vision will be engaged and Mr. Fowles will participate in the following activi- 
ties and programs: Experience gained during Korea demonstrated that the 
plastics materials area of the chemical industry presented some of our most 
dificult availability and distribution problems. In fact, half of the mandatory 

allocation) orders pertained to these materials. Such materials are generally 
nade by only one company resulting in serious impact when the military decides 
to use them as for making solid propellants for rockets, airplane takeoff boosters, 
airplane fuel tanks, wire and cable coverings, and the like. 

Also, the low rate of civilian requirements compared to military usage has 
discouraged the expansion of such production although plastic materials as a 
whole have expanded rapidly. However, the goal for plastic expansion was 
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difficult to fill. Actually only some 65 percent of the expansion was taken 
and the goal closed representing the largest deficit of any of the 67 chem 
goals. 

In addition to the foregoing problems of the plastics industries, it has bee, 
very difficult to obtain estimates of military requirements for full mobilizy 
tion. This responsibility, with its obvious connotations of new and addition) 
program activity, has recently been placed in this Division by ODM. 

It is therefore very evident from the foregoing brief statement of some of 
the problems facing this Division in connection with mobilization and defens 
requirements that certain very special assistance is required at this time 
Specifically, it is deemed necessary to have the full-time services of an ex 
pert in the field of plastic materials (particularly that segment known as 
the thermoplastics) who is intimately familiar with the present industri,! 
position. 

The program of this Division during the first half of calendar year 1956 wil! 
include, among others, a complete reappraisal of the plastic materials industr 
comprising (1) individual plant capacities, (2) raw materials requirements 

(3) special equipment needs and availabilities, (4) substitutions and alte: 
natives, and (5) preparation of estimates of full mobilization requirements 

The plastics industry is among the most rapidly expanding industries, sh: 
ing an annual growth rate of 15 percent, or 5 times that of all industry 
Furthermore, the rate of development of new plastic materials is phenomens| 
wherein each new material offers new and different properties of interest t 
the military. For example, rockets and guided missiles depend on plastic 
materials for propulsion. It is evident, therefore, that recency of industria! 
experience in an expert capacity is required in order to make available to th 
Government advices and information not otherwise obtainable. 

It is necessary that information be made available to the Government con 
cerning such important related considerations as methods of shipping, packaging, 
and the customs of the trade in order to assist in the preparation of “phantom 
orders” for emergency distributions and the like. 

Section .05 (b): The foregoing activities, which are scheduled principally 
to begin during the first half of calendar year 1956, will require the leader- 
ship of a man who has the current knowledge of recent industry technology 
and industrial systems and methods not ordinarily to be found in full-time 
salaried Government employees. It has accordingly been concluded that the 
duties of the position require outstanding experience and ability such as could 
be gained ordinarily only by recent experience in the industry. 

Section .05 (c): The proposed appointee has been actively engaged in the 
plastic materials industry for 14 years. (He is a charter member of the 
Society for the Plastics Industry.) More specifically he has been in the 
thermoplastics part of the industry directly related to military requirements. 
He was a member of Various Government advisory committees charged with 
developing recommendations for collecting statistics in the plastics industry 

His present position as general sales manager for plastic materials and 
plasticizing chemicals keeps him in daily contact with all recent developments 
and current industry positions and practices. This not only applies to new 
technical developments but to trade, transportation, and other matters not 
ordinarily known or considered by Government analysts or commodity 
specialists. 

In addition to the foregoing qualifications not ordinarily available to the 
Government, the proposed appointee has had both a formal professional edu- 
cation and applied industrial experience. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 11, 1956. 
To: Carlton Hayward, Director of Personnel. 
From: Chas. F. Honeywell, Administrator, BDSA. 
Subject: WOC appointment for Louis F. Frazza. 


Submitted herewith are certificate concerning appointment without compen- 
sation, a memorandum including concise and specific statements with respect 
to the circumstances of the appointment and forms SF-52, SF-57, SF-86, and 
SF-87 for the appointment of Mr. Louis F. Frazza, as Director, Water and Sewer- 
age Industry and Utilities Division. 
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rhe material referred to above completes the data necessary for the appoint- 
nt action of Mr. Frazza with the exception of the letter of agreement from the 

icant that he will within 30 days from the date of appointment submit a 
ancial statement to be filed in the Federal Register. However, Mr. Frazza was 
tacted and requested to accept appointment before the new procedure stated 
BDSA Manual Interim Procedure, dated December 22, 1955, became effective. 
that time Mr. Frazza indicated his willingness to submit the financial state- 
nt upon appointment. It is, therefore, requested that you proceed with the 
cesses necessary to appoint Mr. Frazza immediately. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 9, 1956. 
fo: Mr. P. G. Asher, Director of Administration. 
From: Walter L. Picton, Deputy Director, Water and Sewerage Industry and 

Utilities Division. 

Subject: WOC appointment of Mr. Louis F. Frazza to the position of director. 

It is requested that Mr. Louis F. Frazza, now employed by the Transite pipe 
division, Johns-Manville, New York, N. Y., manufacturers of asbestos cement 
pipe, be appointed on a full-time basis as the WOC Director of this Division. Mr. 
frazza’s company has agreed that he may serve for 6 months. It is therefore 
equested that he be appointed for a 6-month period. 

In accordance with section 2.05 of the interim procedure for appointment of 
\Oc’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 

ated defense functions under the statutory and derived authority of the 
Department as follows: 

* at * 2 * * s 
Pursuant to these authorities, the BDSA performs the following defense and 
bilization activities: 

* x as + * a * 
This Division is responsible for carrying out the above functions and activities 

« they relate to the Water and Sewerage Industry and Utilities Division area 
which includes the following: 

(1) Water works.—Water supply source development, transmission, treat- 

ent, Storage, pumping, and distribution for industrial, commercial, and domes 
tic use. 

(2) Water wells for all purposes. 

(3) Sewerage works for the collection, treatment, and disposal of industrial, 
commercial, and domestic waterborne waste. 

In order to properly discharge these resvonsibilities, the Division must develop 
the following standby regulations and orders: 

(1) Water and sewerage utilities order covering operating inventories ; main- 
tenance, repair, and operation; minor construction, and major capital im- 
provements. 

(2) Water well drilling order covering inventories and quota control of mate- 
rial for water well drilling contractors. 

(3) Water well limitation order for the conservation and protection of crit- 
cal ground water areas. 

(4) Public water supply limitation order for limiting and rationing public 
water supply in critical shortage areas for the benefit of high priority defense 
activities. 

(5) Surface water resources limitation order for the limitation and alloca- 
tion of available surface water supplies in surface water critical shortage areas 
for the benefit of essential defense activities. 

In order to discharge these responsibilities, the Division must maintain con- 
tinuous studies of the peacetime and wartime supply and demand for water 
and sewerage service which may be outlined as follows: 

(1) Estimated present peacetime requirements. 

(2) Estimated requirements projected into a period of full mobilization. 

(3) Surveys and inventories of potential productive capacities. 

(4) Capacity-requirements studies for full mobilization, and development of 
deficiencies. 














pre 
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(5) Support required for full mobilization: 
(a) Maintenance, repair, and operation: 
(la) Material and equipment, 

(2a) Fuel and power. 

(8a) Chemicals. 

(4a) Manpower; technical and nontechnical. 

Construction requirements for essential expansion for full mobilization: 
(la) Material and equipment. 

(2a) Manpower; technical and nontechnical. 

(6) Breakdown estimates of mobilization requirements for basic materials 
into shapes, sizes, ete. 

(7) Periodical revisions of estimates for full mobilization. 

(8) Feasibility tests. 

(9) Mobilization test exercises. 

In the area of industrial defense, it will be necessary for the Division to engage 
n the following activities: 

(1) The development of evaluations of individual utilities for submission to 
the Industry Evaluation Board. This involves a detailed study of service to 
critical industries rendered by public water and sewerage utilities and the prob- 
ability of those utilities which are deficient in adequacy at the time of full 
mobilization. This requires the study of nearly 560 water utilities and the same 
number of sewerage utilities which now appears will result in recommendations 
of ratings for nearly 25 percent of these. 

2) The development, publication, and distribution of a manual on continuity 
and production and management for water and sewerage utilities through the 
ooperation of an appointed task group of leaders from industry. The ultimate 
broad distribution will be accomplished by reproduction and redistribution by 
the three leading technical associations in this field. 
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In order to accomplish these objectives, the cooperation and collaboration of 
the Federal agencies are used to the greatest extent possible. Therefore, the 
high-level liaison with other Federal agencies for the suggestion, promotion, 
justification, initiation, and guidance of surveys, inventories, and studies as pro- 
grams carried out by other Federal agencies for our benefit becomes a very 
important phase of the Director’s duties. Such programs include the following: 


(1) Survey of the 560 major public water supply systems by the United States 
Public Health Service. 
































(2) Survey of the inajor sewerage systems by the United States Public Health 
Service. 








(3) Survey by the Department of Defense on water use by military properties, 
including camps, shipyards, munition plants, ete. 

(4) Reestimate the water use for irrigation with the cooperation of the United 
States Geological Survey and the Bureau of Reclamation. 

(5) A reestimation of*the rural, farm, and nonfarm water use with the co- 
operation of the United States Geological Survey. 

(6) 1954 census and the continuing annual surveys of water use by manufac- 
turing industries by the Bureau of the Census. 


(7) 1954 census of water use by the mineral industries by the Bureau of the 
Census. 
































(8) 1954 census and the 1955 survey of water use in the steam generation of 
electric power by the Federal Power Commission. 

(9) Census of water use by irrigation in the 28 humid Eastern States by the 

, Bureau of the Census with the cooperation of the Department of Agriculture. 

(10) An approximate survey of the entire United States for estimating the 
water use by all the principal categories of users for the calendar year 1955 to 
be performed through the field offices of the United States Geological Survey. 

(11) A new survey on public water supply shortages in the fall of 1956 by the 
United States Geological Survey, if such a survey appears justified. 

(12) Complete surveys and reports on specified important defense industrial 
metropolitan areas covering the natural availability of ground and surface water, 
the extent of present development and use for all purposes and the potential 
future development that might be accomplished for national security, performed 


by the United States Geological Survey under specific guidance from this 
Division. 












































(15) Surveys, research, and studies for the development of the current water 
requirements for the manufacture of the principal war important material and 


end products, performed by the United States Geological Survey under the 
specific guidance from this Division. 
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(14) A census of the details of operation of the water well-drilling industry 
which comprises about 10,000 individual water well-drilling contractors to 
develop the volume of their operations in the number of wells, types, and end 
ise, diameters, depths, and the volume of material, equipment, supplies, and 
manpower required. 

Similar liaison is required with the leading associations interested in water 
supply development and use, such as the American Water Works Association, 
New England Water Works Association, Federation of Sewage and Industrial 
Wastes Associations, Water and Sewerage Works Manufacturers Association, 
the National Association of Manufacturers, the Chamber of Commerce of the 
United States, the Valve Manufacturers Association, the Cast Iron Pressure 
Pipe Research Association, the Concrete Pipe Association, and numerous research 
institutes and market analysis organizations interested in location or reloca- 
tion of industry and the market potentials for particular materials and equip- 
ment with a view toward both peacetime and full mobilization requirements. 

Specifically, during the tenure of Mr. Frazza, the Division will be engaged in 
nearly all of the above-listed activities with special attention to the censuses, 
surveys, and studies which shall provide basic data information in a field where 
such basic data have not been available in the past. This requires extremely 
good judgment in evaluating the relative importance of each of these many ac- 
tivities in order to place due emphasis upon and to expedite the most important, 
The objectives must be accomplished even though the Division is equipped with 
mly a small staff, thus relying heavily upon data assembled from other Federal 
and non-Federal agencies, 

In order to direct the activities of this Division, the Director must be an engi- 
neer with a thorough high level knowledge of the development problems in water 
resources and sewage disposal, the financial aspects, the design, construction, 
material and equipment requirements, the maintenance, repair, and operation, 
the revenue aspects of public water and sewerage utilities, and self-operated 
water supplies and disposal systems of manufacturing industries, military camps 
ind plants, and the other principal water users, especially in those areas where 

ympetition of limited water supply is important. 

t is also essential that the Director be a man of sufficient stature to be recog- 
nized by and to have the confidence of the leaders of the industry, including offi- 
cials of the numerous associations, leading operators of public utilities and the 
manufacturers of the material and equipment used by water and sewerage works 
and by water well drilling contractors. 

Mr. Frazza is experienced in engineering and as a constructor of water and 
sewerage systems and in the manufacturing field, is thoroughly familiar with 
production and sales of important materials used in water and sewerage works 
and for irrigation. During his long experience he has become thoroughly fa- 
miliar with the operations of such systems. His company and he, himself, 
individually are recognized in this particular field and industry. We, therefore, 
feel that Mr. Frazza is recognized as having the integrity and ability to properly 
guide and direct the activities of the Water and Sewerage Industry and Utilities 
Division. 


MEMORANDUM 
Date: December 28, 1955. 
To: Director of Personnel. 
From: Administrator, BDSA (original signed by H. B. McCoy, Acting Admin- 
istrator). 
Subject: Notice of vacancy in operating position. 


The following position will become vacant in BDSA on or about December 
31, 1955, as a result of the current incumbent completing his tour of duty: 
Director, Water and Sewerage Industry and Utilities Division, GS-17. 

We have no candidate to propose for appointment on a full-time, salaried 
basis. It is requested that you attempt to obtain from sources of recruitment 
available to your office a full-time, salaried applicant qualified for this position. 
In the event recruitment sources reveal no qualified persons available to serve 
in this position on a full-time, salaried basis, it is requested that you sign 
and return this memorandum indicating this fact in order that action may be 
instituted to obtain the services of a qualified person on a WOC basis. 

Notification that no qualified salaried employees is known to be available. 


76559—56——-17 
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The recruitment sources of this office reveal no qualified person available 
at this time to serve in this position on a full-time, salaried basis. This has 
been determined by a review of applicant file, RPL, and employees currently 
on BDSA rolls. 

CARLTON HAYWARD, 
Director of Personnel. 
FEBRUARY 2, 1956. 


OFFICE MEMORANDUM, UNITED States GOVERNMENT 


JANUARY 31, 1956. 
To: Mr. Carlton Hayward, Director of Personnel. 
From: Charles F. Honeywell, Administrator, BDSA. 
Subject: Mr. Lewis T. Gibbs. 

Submitted herewith is a memorandum including concise and specific state- 
ments with respect to the circumstances of the appointment of Mr. Lewis T. 
Gibbs as Chief, Semifinished, Rail, Structural, Bars, Wire, and Forgings Branch 
of the Iron and Steel Division on a WOC basis. 

Mr. Gibbs was appointed to this position November 28, 1955. This memo 
randum completes the data to support the appointment as set forth in the BDSA 
Manual Interim Procedure on the subject of WOC appointments pursuant to the 
Defense Production Act, dated December 22, 1955. 

FEBRUARY 1, 1956. 

To the best of our knowledge, there were no qualified candidates available 
from the applicant file, RPL, or among employees currently On the rolls. 


Russet. A. JOHNSON. 


OFFICE MEMORANDUM, UNITED STates GOVERNMEN' 


JANUARY 19, 1956. 
To: P. G. Asher, Director of Administration, 
From: Charles Halecomb, Deputy Director, Iron and Steel Division. 
Subject: WOC appointment of Mr. Lewis T. Gibbs, to position of Chief, Semi- 
finished, Rail, Structural, Bars, Wire, and Forgings Branch. 

It is requested that Mr. Lewis T. Gibbs, United States Steel Corp., Pittsburgh, 
Pa., producers of steel-mill products, be appointed on a full-time basis as WOC 
Chief, Semifinished, Rail, Structural, Bars, Wire, and Forgings Branch, Iron 
and Steel Division. Mr. Gibbs’ corporation has agreed that he may serve for 6 
months. It is therefore requested that he be appointed for a 6-month period. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC's, the following information is submitted : 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 


ca * * = * * 2 


Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities: 


In order to carry out these delegations and requests in connection therewith, 
this branch must determine and assure a continuous study of the peacetime 
and wartime supply and demand of iron and steel products, and the facilities 
required for their production; products produced, both in a semifinished state 
for further fabrication and semifabricated products for consumption (see 
attached product scope). The defense activities and programs of this Branch 
which the appointee, as Chief of the Semifinished, Rail, Structural, Bars, Wire 
and Forgings Branch, is responsible for are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete 
review of essential military requirements in the event of full mobilization. This 
classified study is now being conducted by the Department of Defense and the 
Atomic Energy Commission. It will be the responsibility of the incumbent to 
appraise those military requirements as they affect the products under his 
supervision and to develop feasible studies as to industry capacity, from which 
will be established a basic data mobilization requirements sheet. This requires 
a knowledge of the interchangeability of producing facilities to make various 
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de &, 


ts and an understanding of the interrelationships of production practices 

, a very complex industry. It will be the responsibility of the incumbent to 

ystantly review the data maintained at the relocation center and to keep it 

rent with announced increases in ingot production or processing facilities 
h are reported from time to time by the American Iron and Steel Institute. 
will be the responsibility of the incumbent to adjust, where necessary, 
uus studies previously submitted by his Branch to the Industry Evaluation 

d. In the event mobilization requirements surveys indicate, after evaliua- 

on, that the facilities as available are not sufficient nor capable of producing 
litary requirements in the proper sizes, grades, and types, expansion goals by 

oduets will have to be devised and recommended to the Director of the Divi- 

for eventual submission to ODM, together with a suggested practical method 
hieving expansion of capacity by loan, tax amortization, or otherwise. 

The incumbent is responsible, through his staff, for the analysis and tabulation 

data reported by steel producers as required by DMS regulations supple- 
ented by Order M-1A. He will participate in intergovernmental conferences 
on mobilization and be in a position to advise the Director on what actions 
should be taken with respect to industry resource studies affiliated with and 
essential to the production of iron and steel products. 

The incumbent will study and evaluate the present Defense Materials System 
nd Order M-1A as they affect military set-asides for production with a view 

werhauling and revising these regulations where changed conditions make 
such actions appropriate. 

Section .05 (b): The foregoing activities require a knowledge of current 
methods of production and distribution used in the steel industry. It also re 
quires a Current knowledge of the interchangeability of producing facilities and 
an understanding of the relationship of production practices and processes 
f the iron and steel industry not ordinarily to be found in a full-time salaried 
employee. It is the responsibility of the Iron and Stee! Division to.visualize the 
industry as a whole and to assure adequate supply requirements both for current 
defense needs and in the event of full mobilization. Essential studies and sur- 
veys to ascertain the facts are of such magnitude, they must necessarily be of 

joint Government-industry interest. This Division, therefore, must with 
the full cooperation of industry assure essential facilities and production of a 
ilanced nature to participate in the organization and activities of such surveys 
and studies. The position of Chief of the Semifinished, Rail, Structural, Bars, 
Vire, and Forgings Branch, requires a person of diversified experience in pro- 

ction and distribution which could only be gained over a long period of time 
nd in the recent operations of this industry where numerous technological 
anges are steadily being made. Accordingly, it has been concluded that the 
ities of this position require outstanding experience and ability such as could 
ie gained only by a lengthy and recent experience in the industry. 

Section .05 (c): To this end, we have been fortunate to locate a WOC, Mr. 
Lewis T. Gibbs, who not only qualified admirably with his background and 

dustry experience, but can furnish for this task the requisite guidance and 
esults over the 6-month period, graciously accorded by his firm, United States 
Steel Corp., a leader in the field of production and distribution of steel-mill 
products. 

Since his graduation from the University of Maryland in June 1936, Mr. Gibbs 
joined the United States Steel Corp. and has been with them ever since. Dur- 
ing this close to 20 years of experience, he has assumed increasing responsibili- 
ties and shown such aptitude that he was appointed assistant manager of high- 
strength steel on April 1, 1953, and was in that position when he was loaned 
by the United States Steel Corp. to the Iron and Steel Division. During such 
service, it has been necessary for him to work closely with other steel producers 
and with a great many steel-consuming industries which has given him a current 

nowledge of steel industry production and distribution methods, and has kept 
him in close touch with the rapid technological changes throughout the industry. 


IRON AND STEEL PRODUCTS—-WROUGHT AND CAST 


(Either carbon, alley, or stainless) 


Ingots and semifinished (blooms, billets, slabs, tube rounds, sheet bar) 
Structural shapes and piling 

Plates, sheared, universal and strip 

Rails and track accessories (joint bars, tie plate, track spikes) 
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Forged and rolled wheels and axles 

Lars—hot rolled, cold finished, and reinforcing 

Tool steel 

Pipe and tubing 

Wire rods, drawn wire, wire products, such as nails, bale ties, woven-wire fence. 
barbed and twisted 

Tin mill products (black plate, tin and terneplate, hot dipped tinplate, elec. 
trolytie plate) 

Sheet and strip—hot rolled, cold rolled, galvanized, enameling, and electrica| 

Forgings—all types 

Ferrous castings—all types 

Pig iron 

Refractories 

Ferroalloys and alloying elements such as nickel, chrome, tungsten, manganese, 
etc. 

Ferrous scrap 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 18, 1956. 
To: Mr. Carlton Hayward, Director of Personnel. 


From: Chas. F. Honeywell, Administrator, BDSA. 
Subject: Mr. Lawrence J. Halderman. 


Submitted herewith is a memorandum including concise and specific state- 
ments with respect to the circumstances of the appointment of Mr. Lawrence 
J. Halderman as Director, General Components Division on a WOC basis. 

Mr. Halderman was appointed to this position November 9, 1955. This memo- 
randum completes the data to support the appointment as set forth in the BDSA 
Manual Interim Procedure on the subject of WOC appointments pursuant to the 
Defense Production Act, dated December 22, 1955. 


Se 


JANUARY 25, 1956. 
To the best of our knowledge, there were no qualified candidates available from 


the applicant file, RPL, or among employees currently on the rolls. 
RvuSSELL A. JOHNSON 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 16, 1956 
To: Mr. P. G. Asher, Director of Administration. 


From: Dudley A. Hendrick, Acting Deputy Director, General Components Divi- 
sion. 
Subject: WOC appointment of Mr. L. J. Halderman to position of Director. 


This memorandum is prepared to complete the record of the appointment of 
Mr. L. J. Halderman, branch manager, Timken Roller Bearing Co., Los Angeles, 
Calif., manufacturers of antifriction bearings, on a full-time basis as WOC 
Director of the General Components Division. Mr. Halderman’s company has 
agreed that he may serve for 6 months. It is therefore requested that his 
appointment be for a 6-month period. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
W0OC’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 


» * * * * * a 


Pursuant to these authorities, the BDSA performs the following defense and 

mobilization activities: 
” > * * + . + 

This Division is responsible for carrying out the above functions and activities 
as they relate to a broad field of components. A list of the principal codes, for 
which this Division is responsible, is attached. Please note these codes break 
down into many segments some of which are somewhat unrelated. 

Section .05 (b): In the broad field of mobilization readiness, it is extremely 
important to understand the position of the component industries. To most end- 
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a 


t producers, components are really their raw materials. In other words, 

pponents are one step above actual raw materials in the sequence of production 

of any end product. Therefore, the careful and accurate planning of capacity is 

essential to the orderly production of end products as quickly as possible in case 

, emergency. In short and by example, the airplane cannot be completed 
until the bearings, gears, nuts and bolts, etc., are on hand and in place. 

rhe components field is both large in number of products and complicated by 

y segments within the product codes which bear only general relation to 
rsegments. For example, the business of manufacturing miniature bearings, 
delicate instruments, is far different in requirements of machine tools, 
duction technique, raw materials, etc., than are the requirements for the 
duction of large railroad journal bearings or steel mill rollneck bearings. 

In this varied and complex field, serving virtually every end-product industry, 

| product is subject to constant technological changes, new processes, shifts 

relative positions of the individual companies, radically changing military 
requirements, etc. In every phase of the defense and mobilization activities, 
listed above, all of these factors have a bearing on our planning. Sufficiently 
current familiarity with these industries cannot be found in career employees. 

In order to cope with the wide range of products in this Division, it has been 
our practice to have WOC’s from the principal industries on an unofficial rotating 
basis. For example, we have recently had a valve man, previously, men from 
the gear industry and fastener industry. These men have been especially capable 
in bringing current industry experience into our production capacity studies, 
planning for continuity of production in the event of disaster, and analyses of 
critical facilities, ete. 

The foregoing activities require a current knowledge of industrial systems and 
methods not ordinarily found in full-time salaried Government employees. It 
has accordingly been concluded that the duties of the position require outstand- 
ing experience and ability such as could be gained only by recent and extensive 
experience in the industry. 

Section .05 (ec): During Mr. Halderman’s term, we expect to bring to comple- 
tion our component study on antifriction bearings and develop recommendations 
therefrom. His leadership in this field will obviously be of great importance. 
His knowledge of the antifriction bearing industry will also be invaluable per- 
fecting the data being kept in our relocation center. 

Mr. Halderman has been in the antifriction bearing business for 32 years 
with the Timken Roller Bearing Co., the largest in their field. With this com- 
pany, he has held positions involving administration, planning, programing, 
sales, and sales management. It is well to point out that this type of sales 
work necessarily requires engineering ability, inasmuch as the product must 
serve the technical requirements of many different end products. We feel that 
we are fortunate in having such experience at hand in our mobilization readiness 
planning. 

General Components Division 
B PRODUCT CODES 


[List of codes and products deleted] 


|Approximate 
Industries within code | number of 
manutactur- 


ers 


Approximate 
yearly dollar 
shipments 


Total, 65 2. 677 | 4, ORS, 258, 000 


A PRODUCT CODES 


Approximate | Approximate 
Industries within code number of yearly dollar 
manufacturers | shipments 


4631 | Stampings- : 
189598 | Springs, precision -_- 
195011 | Serew machine production-- 


2, 200 1, 500, 000, 000 
200 | 150, 000, 000 
1, 800 400, 000, 000 


Total 4,200 | 2,050,000, 000 
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OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 











FEBRUARY 17, 1956 









To: Mr. P. G. Asher, Director of Administration. 
From: George R. Davis, Deputy Director, Automotive Division. 
Subject: WOC appointment of Mr. William R. Heilbrun to position of Director 

The purpose of this memorandum is to document, under the new procedure, the 
appointment of Mr. William R. Heilbrun, WOC Director of the Automotive 
Division, on a full-time basis from March 30, 1956, to September 30, 1956. Th, 
Ford Motor Co. has agreed to loan Mr. Heilbrun to the Business and Defens 
Services Administration for the 6-month period stated above. 

In accordance with section 2.05 of the interim procedure for appointment of 
WOC’'s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and ry 
lated defense functions under the statutory and derived authority of the Depart 
ment as follows: 


















x 





* ca * % ok * 


Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities: 
tk * * % a ae e 
This Division is responsible for carrying out the above functions and activities 
as they relate to the automotive industry. 

Specifically, during the period Mr. Heilbrun will serve as Director of the 
Automotive Division, the Division will be engaged in the following activities and 
programs: Mobilization preparedness for the entire automotive industry. 
products listed on attached sheet.) 

The automotive industry is the largest industry in the Nation currently con- 
suming over 20 percent of the steel-mill products. The many problems regarding 
the quick change from normal civilian production to war material production 
and essential war-supporting civilian production are tremendous in scope, 

The automotive industry is highly automated and is constantly changing 
production methods and systems and in order to prepare and keep current the 
necessary readiness planning in the event of mobilization to avoid all possible 
waste of critical material and manpower during a mobilization change-over 
period and obtain vitally needed end products with least possible delay, the 
Division requires the direction of a highly qualified man with current knowledge 
of the industry which can only be available to one who is currently active in the 
industry. Production capacity in relation to mobilization requirements must 
be determined for the many products being produced in the industry. 

Section .05 (b): It is readily understood, we believe, that to perform the 
defense and mobilization activities, as mentioned above, this Division must have 
a well-qualified man with current knowledge of the industry’s production tech- 
niques, systems, and methods. 

Section .05 (c): Mr. Heilbrun, assistant director, production programing 
and control, Ford Motor Co., with over 27 years experience in the automotive 
industry, is well qualified to direct, advise, and guide the defense activities of 
this Division. 




















(See 











Product 


Mechanical jacks 


he 347302 
Motor vehicle hardware 
















in ind 3429193 
Incandescent vehicular lighting equipment 34713 
Automobile lifts 3552091 
Hydraulic jacks 3569291 


Automotive maintenance equipment. 
Aircraft ground maintenance equipment 
Automotive test equipment (electric) 
Passenger cars 

Automotive replacement parts 
Accessories for motor vehicles 
Automotive auxiliary components 
Motor vehicle instruments 

Engines, except aircraft, over 750 r. p.m 
Carburetors, except aircraft 

Engine, electrical equipment a 
Truck and bus bodies, commercial bodies and equipment 
Truck trailers 

Motortrucks 

Motor coaches 


Parts and assemblies, motor vehicles 
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MEMORANDUM 


JANUARY 30, 1956. 
fo: Director of Personnel. 
From: Administrator, BDSA. 
Subject: Notice of Vacancy in Operating Position. 
The following position will become vacant in BDSA on or about February 22, 
6, as a result of the current incumbent completing his tour of duty: 


Director, Automotive Division—GS-17 


We have no candidate to propose for appointment on a full-time, salaried basis. 
It is requested that you attempt to obtain from sources of recruitment available 
to your office a full-time, salaried applicant qualified for this position. In the 
event recruitment sourees reveal no qualified persons available to serve in this 
position on a full-time, salaried basis, it is requested that you sign and return 
this memorandum indicating this fact in order that action may be instituted to 
obtain the services of a qualified person on a WOC basis. 


Notification that no Qualified Salaried Employee Is Known To Be Available. 

The recruitment sources of this Office reveal no qualified person available at 
this time to serve in this position on a full-time, salaried basis. This has been 
determined by review of the Applicant File, RPL, and employees currently on 
BDSA rolls. 

CARLTON HAYWARD, 
Director of Personnel. 
FEBRUARY 10, 1956. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


Marcu 1, 1956. 
lo: Mr. P. G. Asher, Director of Administration, BDSA. 
rom: Donald G. Shook, Deputy Director, Forest Products Division, BDSA. 
Subject: WOC appointment of Mr. Harry V. Kiley to position of Director, Forest 
Products Division. 

It is requested that Mr. Harry V. Kiley, now employed by Edens-Birch Lumber 
‘o., Corrigan, Tex., as vice president and director and by Southwest Lumber 
Mills, Ine., Phoenix, Ariz. as a consultant, be appointed on a full-time basis as 
WOC Director in this Division. Mr. Kiley’s firms have agreed that he may serve 
for 6 months. It is, therefore, requested that he be appointed for a 6-months’ 
period. 

In accordance with section 2.05 of the interim procedure for appointment of 
WOC’s, the following information is submitted : 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 

(1) Defense Production Act of 1950. 

7 ca * eg * * * 

Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities ; 

* * x * * * * 

This Division is responsible for carrying out the above functions and activities 
as they relate to the lumber and wood products; pulp, paper, and paperboard ; 
and the printing and publishing industries. 

Specifically, during the period of tenure of Mr. Kiley as director, the Division 
will be engaged and Mr. Kiley will participate in the following activities and 
programs: The Forest Products Division is developing a lumber-control order 
and conducting an overall review of its mobilization plans for the lumber indus- 
try. In this connection the Division is faced with a number of problems relating 
particularly to the South and Southwest which are vital to the mobilization 
program. This area is characterized by a preponderance of small sawmills 
which sell their output of rough, green lumber to concentration yards which 
sort, grade, season, and otherwise further process it for the market. The or- 
ganization of these small mills and the integration of their production into the 
national lumber supply during war emergencies requires special consideration. 
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The area has undergone rapid technological and economic changes in recept 
years. The expansion of the pulp and paper industry has both intensified com. 
petition for timber and created an outlet for sawmill waste for conversion into 
pulp. Mechanization of logging, the installation of debarkers, and chippers at 
Sawniills, and other changes also are taking place. 

Other matters on which Mr. Kiley’s specialized knowledge will be sought are: 
Individual plant capacities, equipment, and conversion potential; ability of 
various segments of industry, to meet projected requirements; feasibility of 
proposed standby orders and regulations; industry requirements for various 
materials at specified levels of operation; critical operations within various 
industry segments; individual plant expansions and change in location: and 
supplementary industry data for mobilization readiness fact books. Mr. Kiley 
will not aid in the development of policy nor will the formulation of policy be 
discussed with him. 

Section .05 (b): The foregoing activities require a current knowledge of 
industrial systems and methods not ordinarily to be found in full-time salaried 
Government employees. It has accordingly been concluded that the duties of 
the position require outstanding experience and ability such as could be gained 
ordinarily only by recent experience in the industry. 

Section .05 (c): To this end we have been fortunate in locating a WOC, Mr 
Harry V. Kiley, who not only qualifies admirably with his background and 
industry experience, but can furnish for this task the requisite guidance and 
results over the 6-month period graciously accorded by his firm—a leader in 
the lumber industry of the South and Southwest. 

Mr. Kiley has been engaged continuously in the production of pine and hard- 
wood lumber in the South and Southwest for years and is thoroughly acquainted 
with the complexity of the forest industry in these areas and in the United 
States generally. Throughout his career he has been recognized as a leading 
authority on technical phases and operations within the industry. 


JANUARY 17, 1956 


MEMORANDUM 


To: Director of Personnel. 
From: Administrator, BDSA. 
Subject: Notice of vacancy in operating position. 


The following position will become vacant in BDSA on or about January 31, 
1956 as a result of the current incumbent completing his tour of duty: Director, 
Forest Products Division. 

We have no candidate to propose for appointment on a full-time, salaried basis. 
It is requested that you attempt to obtain from sources of recruitment available 
to your office a full-time, salaried applicant qualified for this position. In the 
event recruitment sources reveal no qualified persons available to serve in this 
position on a full-time, salaried basis, it is requested that you sign and return 
this memorandum indicating this fact in order that action may be instituted to 
obtain the services of a qualified person on a WOC basis. 


Notification that no qualified salaried employee is known to be available. 
The recruitment sources of this Office reveal no qualified person available at 
this time to serve in this position on a full-time, salaried basis. This has been 
determined by review of applicant file, RPL, and employees currently on BDSA 
rolls. 


CARLTON Haywarp, Director of Personnel. 
FEBRUARY 2, 1956. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 19, 1956. 


To: Carlton Hayward, Director of Personnel. 
From: Chas. F. Honeywell, Adininistrator, BDSA. 
Subject: WOC appointment for Gilbert H. Krohn. 


Submitted herewith are certificate concerning appointment without compensa- 


tion and a memorandum including concise and specific statements with respect 
to the circumstances of the appointment of Mr. Gilbert H. Krohn as Chief, Stain- 


less, Hi-Temp Alloy, and Tool Steel Branch, Iron and Steel Division on a WOC 
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basis. Forms SF-52, SF-57, SF-86, and SF-87 for Mr. Krohn were submitted 

vour office November 18, 1955. 

Che certificate and memorandum referred to above complete the data neces- 
eary for the appointment action of Mr. Krohn with the exception of the letter 
of agreement from the applicant that he will within 30 days from the date of 
appointment submit a financial statement to be filed in the Federal Register. 
However, Mr. Krohn was contacted and requested to accept appointment before 
the new procedure stated in BDSA Manual Interim Procedure, dated December 
29 1955, became effective. At that time Mr. Krohn indicated his willingness to 
submit the financial statement upon appointment. It is, therefore, requested that 
you proceed with the processes necessary to appoint Mr. Krohn immediately. 


JANUARY 25, 1956. 
(here are no qualified candidates available from the applicant file, RPL, or 
among employees currently on the rolls. , 


RUSSELL A. JOHNSON. 


OFFICE MEMORANDUM, UNITED STATES GOVERN MENT 


JANUARY 12, 1956. 
p. G. Asher, Director of Administration. 
From: Charles Halcomb, Deputy Director, Iron and Steel Division. 
Subject: WOC appointment of Mr. Gilbert Henry Krohn to position of Chief, 
Stainless, Hi-Temp Alloy, and Tool Steel Branch, Iron and Steel Division. 

It is requested that Mr. Gilbert Henry Krohn, Babcock & Wilcox Co., tubular 
products division, Beaver Falls, Pa., producers of steel mill products, be appointed 
on a full-time basis as WOC Chief, Stainless, Hi-Temp Alloy, and Tool Steel 
Branch, Lron and Steel Division. Mr. Krohn’s company has agreed that he may 
serve for 6 months, It is therefore requested that he be appointed for a 6-month 
period. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s, the following information is submitted : 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as foilows: 


x * ~ t = + > 

Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities : 

7 * ~ * * s * 

In order to carry out these delegations and requests in connection therewith, 
this Division must determine and assure a continuous study of the peacetime 
and wartime supply and demand, both domestic and international of iron and 
steel products and foundry products, and the facilities required for their pro- 
duction; products produced, both in a semifinished state for further fabrication 
and semifabricated products for consumption. (See attached product scope.) 
The defense activities and programs of this Division which the appointee, as 
Chief of the Stainless, Hi-Temp Alloy and Tool Steel Branch, is responsible for 
are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete re- 
view of essential military requirements in the event of full mobilization. This 
classified study is now being conducted by the Department of Defense and the 
Atomic Energy Commission. It will be the responsibility of the incumbent to 
appraise these military requirements and to develop feasibility studies as to 
industry capacity, from which will be established a basic data mobilization re- 
quirement sheet. This requires a knowledge of the interchangeability of pro- 
ducing facilities to make the various products and an understanding of the in- 
terrelationships of production practices in a very complex industry. 

It will be the responsibility of the incumbent to develop studies on the capaci- 
ties of the various producers of stainless, high-temperature alloy, and tool-steel 
products in their various forms. The incumbent must supervise the collection 
and tabulation of data required in connection with set-asides under the defense 
materials system and the industry’s monthly reports of shipment. It is his re- 
sponsibility to call to the attention of the Director of the Iron and Steel Division 
to any failure of producers to fulfill their requirements in connection with orders 
placed under the defense materials system. He shall be the focal point in the 








262 DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 





Division of requests for information and assistance in connection with any of 
the products coming under the supervision of his Branch. 

In the event mobilization requirements surveys indicate, after evaluation, that 
the facilities as available are not sufficient nor capable of producing military 
requirements in the proper sizes, grade, and type, expansion goals by product 
will have to be devised and recommended to the Office of the Director of this 
Division for submission to ODM, together with a practical method of achieving 
expansion of capacity by loan, tax amortization, or otherwise. 

If industry expands its production in any of the fields supervised by the in- 
cumbent, it will be his responsibility to reevaluate and bring up to date the 
various studies that this branch has prepared in the past for submission to the 
Industry Evaluation Board. He is also responsible for keeping up to date the 
data which the Division has sent to the relocation center for use in an all-out 
emergency. He will participate in intergovernmental conferences and be in a 
position to advise the director on what actions should be taken with respect to 
specific industrial resource studies affiliated with and essential to the production 
of iron and steel products. 

The incumbent will study and evaluate the present defense materials system 
and M-—1A order as they affect military set-asides for the production of the prod- 
ucts under his supervision, with a view of overhauling and revising these reg- 
ulations where changed conditions make such action appropriate. 

Section .05 (b): The foregoing activities require a knowledge of the current 
methods used in the steel industry for the production of stainless, high-tempered 
alloy and tool steel products. It also requires a current knowledge of the inter- 
changeability of producing facilities and an understanding of the relationship of 
production practices and processes of the iron and steel industry not ordinarily 
to be found in a full-time salaries employee. It is the responsibility of the Iron 
and Steel Division to visualize the industry as a whole and to assure adequate 
supply requirements, both for current defense needs and in the event of full 
mobilization. Wssential studies and surveys to ascertain the facts are of such 
magnitude, they must necessarily be of a joint Government-industry interest. 
This division, therefore, must with the full cooperation of industry, assure es- 
sential facilities and production of a balanced nature. To participate in the 
organization and activition of such surveys and studies, the position of the chief 
of the Stainless, Hi-Temp Alloy and Tool Steel Branch, requires a person of 
diversified experience in the production and distribution of the products super- 
vised by that branch, which could only be gained over a long period of time and 
in the recent operations of this industry. It has accordingly been concluded that 
the duties of the position require outstanding experience and ability such as could 
be gained only by a lengthy and recent experience in the industry. 

Section .05 (c): To this end, we have been fortunate in locating a WOC. 
Mr. Gilbert H. Krohn, who not only qualifies admirably with his background and 
industry experience, but can furnish for this task the requisite guidance and 
results over the 6-month period, graciously accorded by his firm, the tubular 
products division of the Babcock & Wilcox Co., a leader in the field of produc- 
tion of stainless, specialty, seamless, and welded tubing. Mr. Krohn has been 
connected with the stainless-steel tube business since August 1922, when he 
started with the Globe Steel Tube Co., of Milwaukee, Wis. In June of 1936, he 
was made district sales manager for Globe Steel Tube Co. and in July of 1950 
became manager of sales of stainless and high allow tubing. When Babcock & 
Wilcox, through its tubular products division, purchased Globe Steel Tube Co., 
they retained Mr. Krohn as a special sales representative covering stainless, 
seamless, and welded tubing in the Midwest area. During his long service with 
Globe Steel Tube and recently with Babcock & Wilcox, it has been necessary 
for Mr. Krohn to work closely with other steel producers and with a great many 
steel-consuming industries, which has given him a current knowledge of the 
various applications and uses of the numerous types of stainless and high-tem- 
perature allow stainless. With the presently tight situation of nickel in the 
overall market, it is frequently necessary for steel producers to suggest lower 
nickel contents in stainless steel than customers used previously when nickel 
was more plentiful. Mr. Krohn’s recent knowledge of this trend toward lower 
nickel content will be of extreme value to the Iron and Steel Division during 
his service here because it will help him to recommend the conservation of 
nickel where lower nickel stainless steels can produce satisfactory results. He 
is extremely well thought of by men in similar positions in the iron and steel 
industry, which will be of great value in securing cooperation between Govern- 
ment and the iron and steel industry. 
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IRON AND STEEL PRODUCTS—WROUGHT AND CAST 
(E1rHER CARBON, ALLOY, OR STAINLESS) 


Ingots and semifinished (blooms, billets, slabs, tube rounds, sheet bar) 

Structural shapes and piling 

Plates, Sheared, universal and strip 

Rails and track accessories (joint bars, tie plate, track spikes) 

Forged and rolled wheels and axels 

Bars—hot rolled, cold finished and reinforcing 

Tool steel 

Pipe and tubing 

Wire rods, drawn wire, wire products, such as nails, bale ties, woven wire fence, 
barbed and twisted 

Tin mill products (black plate, tin and turne plate, hot dipped tinplate, electro- 
lytic plate) 

Sheet and strip—hot rolled, cold rolled, galvanized, enameling and electrical 

Forgings—all types 

Ferrous castings—all types 

Pig iron 

Refractories 

Ferro alloys and alloying elements such as nickel, chrome, tungsten, manganese, 
ete. 

Ferrous scrap 


OFFICE MEMORANDUM, UNrtTep States GOVERNMENT 


JANUARY 6, 1956. 
To: Mr. Carlton Hayward, Director of Personnel. 
From: Charles F. Honeywell, Administrator, BDSA. 
Subject : WOC appointment action for Irving P. Macauley. 


Submitted herewith are certificate concerning appointment without compensa- 
tion, a memorandum including concise and specific statements with respect to the 
circumstances of the appointment, and forms SF-52, SF-57, SF-—86, and SF-87 
for the appointment of Mr. Irving P. Macauley as Director, Aluminum and 
Magnesium Division. 

The material referred to above completes the data necessary for the appoint- 
ment action of Mr. Macauley with exception of the letter of agreement from the 
applicant that he will within 30 days from the date of appointment submit a 
financial statement to be filed in the Federal Register. However, Mr. Macauley 
was contacted and requested to accept appointment before the new procedure 
stated in BSDA Manual Interim Procedure, dated December 22, 1955, became 
effective. At that time Mr. Macauley indicated verbally his willingness to sub- 
mit the financial statement upon appointment. It is, therefore, requested that 
you proceed with the processes necessary to appoint Mr. Macauley immediately. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


DECEMBER 30, 1955. 
To: Mr. P. G. Asher, Director of Administration, 
From: A. A. Snow, Assistant Director, Aluminum and Magnesium Division. 
Subject: WOC appointment of Mr. Irving Post Macauiey to position as Director. 


It is requested that Mr. Irving Post Macauley, vice president, executive sales, 
Reynolds Metals Co., Third and Grace Streets, Richmond, Va., manufacturers and 
processors of aluminum, be appointed on a full-time basis as a WOC Director 
of the Aluminum and Magnesium Division. Mr. Macauley’s company has agreed 
that he may serve for 6 months. It is therefore requested that he be appointed 
for a 6-month period. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s, the following information is submitted : 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
department as follows: 


* * * « n a a 
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Pursuant to these authorities, the BDSA performs the following defense anq 
mobilization activities : 


s * » . * * Be 

In order to properly carry out these delegations and requests in connection 
therewith, this Division must determine and assure a continuous study of the 
peacetime and wartime supply and demand, both domestic and international, of 
aluminum and magnesium materials and facilities required for their produ. 
tion; products produced, both in a raw state for further fabrication and semi- 
fabricated products for consumption. (See attached Product Scope.) The 
defense activities and programs of the Division which the appointee will direct 
the performance of and his responsibilities and duties therewith are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete 
review of essential military requirements in the event of full mobilization. This 
classified study is now being conducted by the Department of Defense and the 
Atomic Energy Commission. It will be the responsibility of the incumbent to 
appraise these military requirements and to develop with the producing industry 
a supply-demand analysis from which will be established a basic data mobiliza- 
tion requirement sheet. 

Essential military requirement surveys will develop and make necessary com- 
ponent studies on individual aluminum products, such as, forgings, extrusions, 
castings, sheet and plate, etc. Two such studies are now under way and will 
have to be evaluated upon completion by the incumbent. 

In the event mobilization requirement surveys indicate after evaluation that 
facilities as available are not sufficient nor capable of producing military require- 
ments, expansion goals by product will have to be devised and recommended by 
the incumbent to ODM, together with a method of achieving expansion of capacity 
by loan, tax amortization, or otherwise. 

Studies and surveys of those aluminum and magnesium facilities now on the 
selected lists, as well as other producing facilities, must be reviewed and revised 
periodically. Method of determining vulnerable facilities and classifying them 
must be devised. The incumbent must assist management of all producing com- 
panies in the establishment of preattack and postattack policies and plans to 
assure continuity of production and of management in the event of an emergency. 

Mobilization requirements and facilities for production of aluminum and 
magnesium must be evaluated and proper recommendations made with respect 
to stockpiling. It must be determined also what actions are to be taken with 
respect to specific industrial resources studies—bauxite, alumina, cryolite, and 
other chemicals, metals, and minerals affiliated with and essential to the pro- 
duction of aluminum. 

Determine what further studies by geographical location are to be made with 
respect to means and methods to be taken to assess damage and suggest replace- 
ment actions necessary in the event of bomb attack. Survey and study the 
industry as a whole with the idea of suggesting a dispersal program covering the 
vulnerable segments of both aluminum and magnesium industries. 

Draft standby orders, manning tables, production scheduling methods, and 
inventory controls so as to enable the industry to transfer from peacetime to 
wartime production with as little disruption as possible. Check the adequacy 
of all available data by relocation exercise development and participation. 

Study and evaluate the present defense materials system and M-order as they 
affect military set-asides for production, with a view of overhauling and revising 
these regulations. This action is so that production set-asides can be made to 
become fully effective within the shortest possible time in the event of a national 
emergency. 

Section .05 (b) : The foregoing activities require a current knowledge of indus- 
trial systems and methods not ordinarily to be found in full-time salaried Gov- 
ernment employees. It is the responsibility of the Aluminum and Magnesium 
Division to visualize the industry as a whole and to assure adequate supply 
requirements in the event of mobilization. Essential studies and surveys to 
ascertain the facts are of such a magnitude they must necessarily be of a joint 
Government-industry interest. This Division, therefore, must, with the coop- 
eration of industry embark upon a program which will assure essential facilities 
and production of a balanced nature. To organize and activate such surveys and 
studies requires a person of diversified experience which could be gained only 
over a long period of time and in the comparatively recent expansion of this 
industry. 

Section .05 (c) : Mr. Irving Post Macauley is by education and experience well 
qualified for this undertaking. He has been an active part of the industry 
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for the past 36 years. In addition to his executive sales work, he, as an engineer, 
has designed and supervised the building and operation of extrusion, forging, 
and powder plants. He is familiar with producing and manufacturing prob- 
Jems. It is the consensus he can furnish the requisite guidance essential for 
this task over the 6-month period which he has, with the consent and approval 
of his firm, agreed to serve on a WOC basis. 


ALUMINUM PRODUCTS—WROUGHT AND CAST 
(List deleted.) 


MAGNESIUM PRODUCTS—WROUGHT AND CAST 

(List deleted.) 

MEMORANDUM 
DECEMBER 28, 1955. 

To: Director of Personnel. 
From: Administrator, BDSA (original signed by H. B. McCoy, Acting Admin- 

istrator. 
Subject: Notice of Vacancy in Operating Position. 

The following position will become vacant in BDSA on or about February 15, 
1956 as a result of the current incumbent completing his tour of duty: Director, 
Aluminum and Magnesium Division, GS-17. 

We have no candidate to propose for appointment on a full-time, salaried 
basis. It is requested that you attempt to obtain from sources of recruitment 
available to your office a full-time, salaried applicant qualified for this position. 
In the event recruitment sources reveal no qualified persons available to serve 
in this position on a full-time salaried basis, it is requested that you sign and 
return this memorandum indicating this fact in order that action may be insti- 
tuted to obtain the services of a qualified person on a WOC basis. 


Notification that no qualified salaried employee is known to be available. 

The recruitment sources of this Office reveal no qualified person available at 
this time to serve in this position on a full-time, salaried basis. This determina- 
tion is based on review of employees currently on BDSA rolls, Reemployment 


Priority List, and applicant file, 


CARLTON Haywarp, Director of Personnel. 
January 12, 1956. 


OFFICE MEMORANDUM, UNITED States GOVERNMENT 


JANUARY 31, 1956. 
To: Mr. Carlton Hayward, Director of Personnel. 
From: Chas. F. Honeywell, Administrator, BDSA. 
Subject: Mr. Roger H. Martin. 


Submitted herewith is a memorandum including concise and specific statements 
with respect to the circumstances of the appointment of Mr. Roger H. Martin 
as Chief, Flat Rolled and Tubular Branch, Iron and Steel Division on a WOC 
basis. 

Mr. Martin was appointed to this position on December 12, 1955. This memo- 
randum completes the data to support the appointment as set forth in the BDSA 
Manual Interim Procedure on the subject of WOC appointments pursuant to 
the Defense Production Act, dated December 22, 1955. 


Fresruary 1, 1956. 
To the best of our knowledge, there were no qualified candidates available 
from the applicant file, RPL, or among employees currently on the rolls. 


Russet A. JOHNSON. 
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JANUARY 20, 1956. 

To: P. G. Asher, Director of Administration. 

From: Charles Halcomb, Deputy Director, Iron and Steel Division. 

Subject: WOC appointment of Mr. Roger H. Martin to position of Chief, Fj; 
Rolled and Tubular Branch, Lron and Steel Division. 

It is requested that Mr. Roger H. Martin, Jones & Laughlin Steel Corp., Pitts. 
burgh, Pa., preducers of steel mill products, be appointed on a full-time basis as 
WOC Chief, Flat Rolled and Tubular Branch, Iron and Steel Division. Mr. 
Martin’s corporation has agreed that he may serve for 6 months. It is therefore 
requested that he be appointed for a 6-month period. 

in accordance with section 2.05 of the Interim Procedure for Appointment 
of WOC’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 


* * * + * * * 


Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities: 
a * * * * * : 

In order to carry out these delegations and requests in connection therewith, 
this Branch must determine and assure a continuous study of the peacetime and 
wartime supply and demand of iron and steel products, and the facilities re 
quired for their production; products produced, both in a semifinished state for 
further fabrication and semifabricated products for consumption (see attached 
product scope). The defense activities and programs of this Branch which the 
appointee, as Chief of the Flat Rolled and Tubular Branch, is responsible for 
are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete 
review of essential military requirements in the event of full mobilization. This 
classified study is now being conducted by the Department of Defense and the 
Atomic Energy Commission. It will be the responsibility of the incumbent to 
appraise those military requirements as they effect the products under his super- 
vision and to develop feasible studies as to industry capacity, from which will 
be established a basic data mobilization requirements sheet. This requires a 
knowledge of the interchangeability of producing facilities to make various 
products and an understanding of the interrelationships of production practices 
in a very complex industry. It will be the responsibility of the incumbent to 
constantly review the data maintained at the relocation center and to keep it 
current with announced increases in ingot production or precessing facilities 
which are reported from time to time by the American Iron and Steel Institute. 

It will be the responsibility of the incumbent to adjust, where necessary, vari- 
ous studies previously submitted by his Branch to the Industry Evaluation 
Board. In the event mobilization requirements surveys indicate, after evalua- 
tion, that the facilities as available are not sufficient nor capable of producing 
military requirements in the proper sizes, grades and types, expansion goals by 
products will have to be devised and recommended to the Director of the Division 
for eventual submission to ODM, together with a suggested practical method of 
achieving expansion of capacity by loan, tax amortization, or otherwise. 

The incumbent is responsible, through his staff, for the analysis and tabulation 
of data reported by steel producers as required by DMS regulations supple- 
mented by Order M-1A. He will participate in intergovernmental conferences 
on mobilization ‘and be in a position to advise the Director on what actions should 
be taken with respect to industrial resource studies affiliated with and essential 
to. the production of iron and steel products. 

The incumbent will study and evaluate the present defense materials system 
and Order M-1A as they affect military set-asides for production with a view 
of overhauling and revising these regulations where changed conditions make 
such actions appropriate. 

Section .05 (b): The foregoing activities require a knowledge of the current 
production and distribution methods of the steel industry. It also requires a 
current knowledge of the interchangeability of producing facilities and an under- 
standing of the relationship of production practices and processes of the steel 
industry not ordinarily found in a full-time salaried employee. It is the re- 
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isibility of the Iron and Steel Division to visualize the industry as a whole 
d to assure adequate supply requirements both for current defense needs and 
the event of full mobilization. Essential studies and surveys to ascertain 
facts are of such magnitude, they must necessarily be of a joint Government- 
dustry interest. This Division, therefore, must with the full cooperation of 
ndustry assure essential facilities and production of a balanced nature to par- 
cipate in the organization and activities of such surveys and studies. The posi- 
tion of Chief of the Flat Rolled and Tubular Branch, requires a person of diversi- 
fied experience in production and distribution which could only be gained over 
a long period of time and in the recent operations of this industry where 
numerous technological changes are steadily being made. Accordingly, it has 
been concluded that the duties of this position require outstanding experience 
and ability such as could be gained only by a lengthy and recent experience 
n the industry. 

Section .05 (e): To this end we have been fortunate in locating a WOC, Mr. 
Roger H. Martin, who not only qualifies admirably with his background and 
ndustry experience, but can furnish for this task the requisite guidance and re- 
sults over the 6-month period, graciously accorded by his firm, the Jones & 
Laughlin Steel Corp., a leader in the field of production of steel-mill products. 
\fter graduating from Ilinois Wesleyan University in 1938, Mr. Martin joined 
the Joseph T. Ryerson & Son, Inc., in their Chicago warehouse which gave him 

thorough knowledge of the distribution of steel-mill products. Im 1942 he 
joined the Hannifin Manufacturing Co., Chicago, Ill., large users of steel mill 
products. In May 19438, he joined the Jones & Laughlin Steel Corp., in Pitts- 
burgh. From May 1945 through July 1946 he served with the armed services 
and then on his honorable discharge he went back to Jones & Laughlin Steel 
Corp., and has been with them ever since. - During this better than 9 years with 
the Jones & Laughlin Steel Corp., he has had a chance to become thoroughly 
familiar with production and distrbution problems of the iron and steel industry. 
He has worked up through progressively important positions to become assistant 
manager of Tubular Products which position he held when he was loaned by his 
company to the Iron and Steel Division of BDSA. During such service, it has 
been necessary for him to work closely with other steel producers and with a 
great many steel-consuming industries which has given him a current knowledge 
of steel production and distribution methods, and has kept him in touch with 
the rapidly increasing techniological changes in the industry. 


IRON AND STEEL PRODUCTS—WROUGHT AND CAST 
(Either carbon, alloy, or stainless) 


Ingots and semifinshed (blooms, billets, slabs, tube rounds, sheet bar) 

Structural shapes and piling 

Plates, sheared, universal, and strip 

Rails and track accessories (joint bars, tie plate, track spikes) 

Forged and rolled wheels and axles 

Bars—hot rolled, cold finished, and reinforcing 

Tool steel 

Pipe and tubing 

Wire rods, drawn wire, wire products, such as nails, bale ties, woven-wire fence, 
barbed and twisted 

Tin-mill products (black plate, tin and terne plate, hot dipped tin plate, elec- 
trolytic plate) 

Sheet and strip—hot rolled, cold rolled, galvanized, enameling and electrical 

Forgings—all types 

Ferrous castings—all types 

Pig iron 

Refractories 

Ferroalloys and alloying elements such as nickel, chrome, tungsten, manganese, 
ete. 

Ferrous scrap 
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OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 5, 1956. 
To: Dr. P. G. Asher, Director of Administration. 
a ey G. Laslie, Jr., Deputy Director, Electrical Equipment Division 
ISA. 
Subject: WOC appointment of Mr. T. B. Martin to position of Director. 

It is requested that T, B. Martin, now employed by Square D Co., Milwaukee 
Wis., manufacturers of motor controls, low-voltage distribution equipment, and 
industrial controls, be appointed on a full-time basis as a WOC Director ip 
this Division. Mr. Martin’s company has agreed that he may serve for 6 
months. It is therefore requested that he be appointed for a 6-month period. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 

, + +. + + = a 


Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities : 

This Division is responsible for carrying out the above functions and activities 
as they relate to the Electrical Equipment Division. 

During the next 6 months the Division will be engaged in, and Mr. Martin 
will participate in, the following activities and programs: A study of the pro- 
ductive capability of the industrial-control and motor-control industries. During 
both World War IT and Korea great difficulty was experienced in obtaining an 
accurate picture of the motor control and industrial control capabilities of this 
country due to the large number of highly specialized installations. This field 
is one in which technological advances have come rapidly and which is in a state 
of constant flux. Due to these conditions it has been impossible for the Division 
to prepare for mobilization in this area to the extent that the related industries 
have been covered. 

If we are to insure adequate mobilization data we must immediately embark 
upon a program designed to ascertain the capacity of the industry to produce 
the requirements of the military and essential civilian industries for this equip- 
ment and to determine the necessity for any expansion in this field. 

We have never been able to obtain the services, on a salaried basis, of qualified 
personnel with sufficient industrial experience and knowledge of this industry 
to organize and activate such a study. This problem has been attacked several 
times by members of the existing staff but we have reached the conclusion that 
it would be necessary to obtain a qualified representative of the industry, from 
a staff or management level, to insure the successful completion of the study. 

In addition to this, the interrelationship of industrial controls, motors, recti- 
fiers, ete., has not been sufficiently worked out in the past. This has been due 
to the fact that the Division has concerned itself primarily with transmission 
and distribution equipment due to the urgency of work in these fields. 

Section .05 (b): The foregoing activities require a current knowledge of 
industrial systems and methods not ordinarily to be found in full-time salaried 
Government employees. It has accordingly been concluded that the duties of 
the position require outstanding experience and ability such as could be gained 
ordinarily only by recent experience in the industry. 

Section .05 (c) : The Electrical Equipment Division has been very fortunate in 
locating a WOC, Mr. Terry B. Martin, who is eminently qualified for this position 
and can furnish the requisite guidance over the entire operations of the Division 
due to his broad experience in the electrical field. 

Mr. Martin is an engineer, with over 30 years experience in all phases of the 
industrial-control and motor-control operations. His company is the largest 
producer of this equipment in the United States. Mr. Martin is familiar with 
the control activities carried on during Korea and during World War II; when 
he acted as CMP officer for his company. As methods engineer, he was respon- 
sible for the correlation of inventory requirements with productive needs and 
productive controls. He has served as sales manager and is thoroughly familiar 
with the uses of the product sales and production methods. For this reason, 
we recommend that Mr. Martin be appointed on a full-time basis as a WOC 
Director of the Electrical Equipment Division. It is requested that efforts be 
made to obtain Mr. Martin’s services on or before February 15, 1956, at which 
time Mr. John L. Cross must return to his company. 
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MEMORANDUM 
JANUARY 4, 1956. 
To: Director of Personnel. 
From: Administrator, BDSA. 
Subject: Notice of vacancy in operating position. 

The following position will become vacant in BDSA on or about February 15, 
1956, as a result of the current incumbent completing his tour of duty: Director, 
Blectrical Equipment Division. 

We have no candidate to propose for appointment on a full-time, salaried 
basis. It is requested that you attempt to obtain from sources of recruitment 
available to your office a full-time, salaried applicant qualified for this position. 
In the event recruitment sources reveal no qualified persons available to serve in 
this position on a full-time, salaried basis, it is requested that you sign and re- 
turn this memorandum indicating this fact in order that action may be instituted 
to obtain the services of a qualified person on a WOC basis. 


Notification that no qualified salaried employee is known to be available. 

The recruitment sources of this office reveal no qualified person available at 
this time to serve in this position on a full-time, salaried basis. This has been 
determined by review of applicant file, RPL, and employees currently on BDSA 
rolls. 

CARLTON HAYWARD, 
Director of Personnel. 
FEBRUARY 2, 1956. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 12, 1956. 
To: Mr. Carlton Hayward, Director of Personnel. 
From: Chas. F. Honeywell, Administrator, BDSA. 
Subject: Mr. Frederick A. Merliss. 


Submitted herewith is a memorandum including concise and specific state- 
ments with respect to the circumstances of the appointment of Mr. Frederick 
A. Merliss as Deputy Director, Aluminum and Magnesium Division, on a WOC 
basis. 

Mr. Merliss was appointed to this position November 30, 1955. *This memoran- 
dum completes the data to support the appointment as set forth in the BDSA 
Manual Interim Procedure on the subject of WOC appointments pursuant to 
the Defense Production Act, dated December 22, 1955. 

JANUARY 25, 1956. 

To the best of our knowledge, there were no qualified candidates available from 
the applicant file, RPL, or among employees currently on the rolls. 


Russet. A. JOHNSON. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 10, 1956. 
To: Mr. P. G. Asher, Director of Administration. 
From: A. A. Snow, Assistant Director, Aluminum and Magnesium Division. 
Subject: WOC appointment of Mr. Frederick A. Merliss to position of Deputy 
Director. 


This memorandum will serve as a justification for the appointment of Mr. 
Frederick A. Merliss, general superintendent and director of the United Smelt- 
ing & Aluminum Co., Inc., New Haven, Conn., processors of aluminum, on a 
full-time basis as a WOC Deputy Director of the Aluminum and Magnesium 
Division. His company has agreed that he may serve for 6 months. 

In accordance with section 2.05 of the Interim Procedure for Appointment 
of WOC’s, the following information is submitted : 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the De- 
partment as follows: 


* * * * - * *. 


Pursuant te these authorities, the BDSA performs the following defense and 
mobilization activities: 
* * * * * . * 
76559—_56——-18 
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In order to properly carry out these delegations and requests in connection 
therewith, this Division must determine and assure a continuous study of the 
peacetime and wartime supply and demand, both domestic and international, of 
aluminum and magnesium materials and facilities required for their production: 
products produced, both in a raw state for further fabrication and semi- 
fabricated products for consumption. (See attached Product Scope.) The 
defense activities and programs of the Division which the appointee will direct 
the performance of and his responsibilities and duties therewith are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete 
review of essential military requirements in the event of full mobilizatilon, 
This classified study is now being conducted by the Department of Defense and 
the Atomic Energy Commission. It will be the responsibility of the incumbent 
to appraise these military requirements and to develop with the producing in- 
dustry a supply-demand analysis from which will be established a basic data 
mobilization requirement sheet. 

Essential military requirement surveys will develop and make necessary com- 
ponent studies on individual aluminum products, such as forgings, extrusions, 
castings, sheet and plate, etc. Two such studies are now underway and will 
have to be evaluated upon completion by the incumbent. 

In the event mobilization requirement surveys indicate after evaluation that 
facilities as available are not sufficient nor capable of producing military re- 
quirements, expansion goals by product will have to be devised and recommended 
by the incumbent to ODM, together with a method of achieving expansion of 
capacity by loan, tax amortization, or otherwise. 

Studies and surveys of those aluminum and magnesium facilities now on the 
selected lists, as well as other producing facilities, must be reviewed and re- 
vised periodically. Method of determining vulnerable facilities and classifying 
them must be devised. The incumbent must assist management of all produc- 
ing companies in the establishment of preattack and postattack policies and plans 
to assure continuity of production and of management in the event of an 
emergency. 

Mobilization requirements and facilities for production of aluminum and mag- 
nesium must be evaluated and proper recommendations made with respect to 
stockpiling. It must be determined also what actions are to be taken with 
respect te specific industrial resources studies—bauxite, alumina, cryolite, and 
other chemicals, metals, and minerals affiliated with and essential to the pro- 
duction of aluminum. 

Determine what further studies by geographical location are to be made with 
respect to means and methods to be taken to assess damage and suggest replace- 
ment actions necessary in the event of bomb attack. Survey and study the in- 
dustry as a whole with the idea of suggesting a dispersal program covering the 
vulnerable segments of both aluminum and magnesium industries. 

Draft standby orders, manning tables, production scheduling methods, and 
inventory controls so as to enable the industry to transfer from peacetime to war- 
time production with as little disruption as possible. Check the adequacy of all 
available data by relocation exercise development and participation. 

Study and evaluate the present defense-materials system and M-Order as 
they affect military set-asides for production, with a view of overhauling and 
revising these regulations. This action is so that production set-asides can be 
made to become fully effective within the shortest possible time in the event of a 
national emergency. 

Section .05 (b). The foregoing activities require a current knowledge of indus- 
trial systems and methods not ordinarily to be found in full-time salaried Gov- 
ernment employees. It is the responsibility of the Aluminum and Magnesium 
Division to visualize the industry as a whole and to assure adequate supply 
requirements in the event of mobilization. Essential studies and surveys to as- 
certain the facts are of such a magnitude they must necessarily be of a joint 
Government-industry interest. This division, therefore, must with the coopera- 
tion of industry embark upon a program which will assure essential facilities 
and production of a balanced nature. To organize and activate such surveys and 
studies requires personnel of diversified experience which could be gained only 
over a long period of time and in the comparatively recent expansion of this in- 
dustry. 

Section .05 (c). Mr. Frederick A. Merliss is by education and experience well 
qualified for this undertaking. He has been an active part of the processing 
industry for the past 38 years. In addition to his executive sales work, he, as an 





DEFENSE PRODUCTION ACT AMENDMENTS OF 1956 971 


engineer, has designed and supervised the building and operation of aluminum 
furnaces and processing equipment. He is familiar with manufacturing prob- 
iems. It is the consensus he can furnish the requisite assistance and guidance 
essential for this task over the 6-month period which he has, with the consent 
and approval of his firm, agreed to serve on a WOC basis. 


ALUMINUM PRODUCTS—WROUGHT AND CAST 
(List of products deleted.) 


MAGNESIUM PRODUCTS—WROUGHT AND CAST 


(List of products deleted.) 
OFrFIcE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 18, 1956. 
lo: Mr. Carlton Hayward, Director of Personnel. 
From: Chas. F. Honeywell, Administrator, BDSA. 
Subject: Mr. Clifford G. Pommer. 

Submitted herewith is a memorandum including concise and specific statements 
with respect to the circumstances of the appointment of Mr. Clifford G. Pommer 
as Director, Shipbuilding, Railroad, Ordnance, and Aircraft Division on a WOC 
basis. 

Mr. Pommer was appointed to this position November 14, 1955. This memo- 
randum completes the data to support the appointment as set forth in the 
BDSA Manual Interim Procedure on the subject of WOC appointments pursuant 
to the Defense Production Act, dated December 22, 1955. 


JANUARY 25, 1956. 
To the best of our knowledge, there were no qualified candidates available from 
the applicant file, RPL, or among employees currently on the rolls. 


RuSssELL A. JOHNSON. 


OrricE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 13, 1956. 
To: P. G. Asher, Director of Administration. 
From: Francis H. Winget, Deputy Director, Shipbuilding, Railroad, Ordnance, 
and Aircraft Division. 
Subject : Documentation of Mr. Clifford C. Pommer’s appointment to the position 
of WOC Director. 

The purpose of this memorandum is to complete the documentation of the ap- 
pointment of Clifford G. Pommer, WOC, from General Electric Co., Schenectady, 
N. Y. Mr. Pommer was appointed full-time WOC Director of this Division on 
November 14, 1955. The General Electric Co. has agreed that he may serve tor a 
6-month period. 

Since the area over which the Division has cognizance includes four large, 
separate, and distinct industries, namely, the shipbuilding industry, including ship 
repair and conversion; the ordnance industry (small arms, ammunition, and 
blasting accessories) ; the railway equipment industry, including railway mainte- 
nance, repair, and operating supplies; and the aircraft manufacturing industry, 
it becomes necessary to secure the services of a WOC Director who is qualified 
and who has had experience in one or more of these industries in the months last 
past preceding his appointment. In the case of Mr. Pommer, he has had recent 
experience with his company in the manufacture of aircraft parts and compon- 
ents, and ship propulsion. Therefore he comes well qualified for the position 
which he holds as full-time WOC Director of this Division. The General Elec- 
trie Co. also manufactures many other items over which this Division has 
cognizance, such as electric and diesel-electric locomotives, etc. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’'s, the following information is submitted: 

Section .05 (a). The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 


. » * ~ * > 
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Pursuant to these authorities, the Shipbulding, Railroad, Ordnance, and Air 
craft Division of BDSA performs the following defense and mobilization activites 
pertaining to its respective industries. 

. * * 7 = * . 

Section .05 (b): The teregoing activities require voluntary contributions of 
time and expense on the part of industry. Hence the advantages of having an 
industry man as WOC Director are of such great importance that they become 
prerequisites. His activities require an intimate and current knowledge of 
industrial systems and methods; a knowledge which cannot reasonably be ob- 
tained and maintained by full-time salaried Government employees. It has 
accordingly been concluded that the duties of the position require an outstand- 
ing combination of knowledge, experience, and ability such as can be gained 
during the period last preceding appointment. 

Section .05 (c): To this end we have been fortunate in locating a WOC, Mr. 
Pommer, who not only qualifies admirably with his background and industry 
experience, but who can furnish for this task the requisite guidance and results 
over the 6-month period graciously accorded by his firm. Mr. Pommer’s experi- 
ence has been broad and well balanced; including engineering, production, test- 
ing, and marketing. In addition, he is exceptionally well informed on Govern- 
ment organization, operation, and requirements, having held (with this com- 
pany) positions of requisition engineer for the aeronautical and marine depart- 
ment, and manager of the ordnance division, Federal and marine department. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 4, 1956. 
To: Carlton Hayward, Director of Personnel. 


From: Chas. F. Honeywell, Administrator, Business and Defense Services 
Administration. 
Subject: WOC appointment action for R. Chester Reed. 


Submitted herewith are Certificate Concerning Appointment Without Com- 
pensation, Form WOC-2 and a memorandum including concise and specific state- 
ments with respect to the circumstances of the appointment of Mr. R. Chester 
Reed as Deputy Director, Containers and Packaging Division, on a WOC basis. 
Forms SF-52, SF-57, SF-86, and SF-87 for Mr. Reed were submitted to your 
office November 4, 1955. 

The certificate, Form WOC-—2 and the memorandum referred to above complete 
the data to support the SF-52 as set forth in the BDSA Manual Interim Pro- 
cedure on the subject of WOC appointments pursuant to the Defense Production 
Act, dated December 22, 1955. It is, therefore, requested that you proceed with 
securing the Secretary’s approval of this action so that Mr. Reed may be sworn 
in as soon as possible. 


JANUARY 10, 1956. 
There are no candidates available from the applicant file, RPL, or among 
employees currently on the rolls. 


Russet A. JoHNSON. 


MEMORANDUM 

JANUARY 4, 1956. 

To: Mr. P. G. Asher, Director of Administration. 

From: Charles A. Lewis, Director, Containers and Packaging Division. 

Subject: WOC Appointment of Mr. R. Chester Reed, to position of Deputy 
Director. 

It is requested that Mr. R. Chester Reed, supervisor, packages and shipping 
division, the Texas Co., 135 East 42d Street, New York 17, N. Y., manufacturers 
and distributors of petroleum and related products, be appointed on a full-time 
basis as a WOC Deputy Director of the Containers and Packaging Division. 
Mr. Reed's company has agreed that he may serve for 6 months, It is, therefore, 
requested that he be appointed for a 6-month period. 

In accordance with section 2.05 of the interim procedure for appointment of 
WOC’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
department as follows: 
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Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities : 


* ~ 7 . - * ” 


In order to properly perform its functions and responsibilities under the 
foregoing delegations and requests, the Containers and Packaging Division must 
carry forward a continuing study of the peacetime and wartime supply and 
demand, both domestic and international, of containers and packaging materials 
and facilities required for their production (see attached product scope). The 
defense activities and programs of the Division which the appointee will direct 
the performance of and his specific assignments and duties therewith are as 
follows: 

Pursuant to the Office of Defense Mobilization’s assignment to the Department 
of Defense Mobilization Responsibilities section .05 (a), (6), (8), (11), the 
Division has developed 23 mobilization base or fact books covering over 50 
container industries. One of the specific functions of Mr. Reed will be to 
review these mobilization studies and the data and information contained 
therein with respect to their practical applicability in time of national emer- 
gency. Some of the major points in this review would be whether the data were 
adequate, sufficient in scope, realistic, and could be applied with reasonable 
assurance that it would provide a mechanism for measuring such things as 
homb damage assessment, surviving productive ability, essential distribution, 
potential rehabilitation, ete. 

Assist in the direction of a program to develop standby orders on containers 
and packaging products and materials. This includes the drafting of procedures 
and regulations to assure the maximum production and essential distribution of 
containers in time of national emergency as well as the conservation of critical 
and strategic raw materials use. For example, the potential ramifications of a 
control order on metal cans are so complex, in view of the high essentiality to 
the economy and military of the end products packaged and the criticality of the 
basic raw materials consumed in production, i. e., steel, tin, aluminum, etc., that 
the mechanics of an equitable control involve and require not only a detailed 
knowledge of the manufacturing industry but of the using industries such as 
processors and packers of foods, petroleum, chemicals, drugs, pharmaceuticals, 
antibiotics, ete. Of particular importance and value here is the appointee’s 
recency of industry experience and knowledge of the problems confronting a 
user of the product on which the proposed standby order would have effect. 

Mr. Reed brings to the Division the unique qualification of being familiar 
with almost all types of packaging and particularly with regard to containers 
used in the petroleum industry, one of the most important defense supporting 
areas in time of war. To correct a deficiency in our mobilization planning in 
the metal drum and pail and metal can industry areas, Mr. Reed will initiate 
and direct a study to determine both peacetime and wartime requirements for 
these containers for the packaging of petroleum and other products. Essential 
military surveys have and are still developing which will make necessary 
requirement studies such as the foregoing. A military plan for providing ade- 
quate assured stocks of steel drums and pails is now underway which needs to 
be evaluated and reviewed by the incumbent. 

In the event mobilization requirement surveys indicate after evaluation that 
facilities as available are not sufficient nor capable of producing both military 
and essential civilian requirements, expansion goals by product will have to 
be devised and recommended by the incumbent to ODM. Further evaluations 
and recommendations will be necessary by the incumbent as to how such goals 
can best be achieved and the productive deficiencies corrected. 

Trade sources have indicated there may be upwards of 300,000 industrial 
users or consumers of containers and packaging materials in the United States. 
Mr. Reed will establish a program designed to ascertain and evaluate those 
areas where conservation measures can be initiated in time of war—and where 
substitute or alternative containers can be used and/or developed. 

The incumbent will assist in the direction of a Division program to develop 
better and more up-to-date capacity and production data for mobilization plan- 
ning purposes in those container industry areas where no reliable current data 
are now available, e. g., steel drums and pails, gas cylinders, metal strapping, 
fiber drums, fiber cans and tubes and fibrous glass reinforced plastic containers. 

Direct the development of a glossary of standard packaging terms for use 
in the establishment of a Government specification in this respect. Of great 
assistance in time of war, would be the prior development and use of standard 
packaging terminology, consistent with the operation and practices of both 
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Government and industry, with particular emphasis on its value to the military 
services—who now have to contend with varying, conflicting and confusing 
packaging terminology in its logistics and supply system. Proper cataloging 
and identification of packaged products and materiel so that they can be 
readily and accurately identified, inspected, shipped, handled, inventoried and 
stored in the logistics and supply system, would be immeasurably assisted 
by the development of a glossary of standard terms. Mr. Reed’s lengthy expe- 
rience and background in the container and packaging field, his close and active 
association with professional industry groups and societies, who have carried 
forward development work in this respect, plus his recency of industry employ- 
ment, will make him particularly invaluable in guiding this project. 

Mobilization requirements and facilities for packaging and storage of stockpile 
materials, as well as requirements of stockpile materials for container pro- 
duction in time of national emergency, must be evaluated and proper recom- 
mendations made with respect thereto. Of particular criticality to container 
production are the stockpiled materials such as tin, selenium, cobalt, aluminum, 
ete. The incumbent, in view of his recency of industry experience, will review 
and evaluate these programs in line with new developments and requirements 
in the container industries and make recommendations pertinent thereto. 

Section .05 (b): The foregoing activities require a current knowledge of 
industrial systems and methods not ordinarily found in full-time salaried Gov- 
ernment employees. The vast number and interchange of containers and alter- 
native types.and methods has always made this field particularly complex. Now 
with an increasing emphasis on automation, not only long and basic fundamental 
actual background and employment in the field is required, but very recent 
experience in newly developing industry methods and techniques is a must. 
It is concluded, therefore, that the duties of the position require outstanding 
experience and ability such as could be gained ordinarily only by very recent 
employment in the industry. 

Section .05 (c): Mr. R. Chester Reed is by education and experience well 
qualified for this undertaking, and we have been extremely fortunate in locating 
a person of his ability. He has spent over 35 years with the Texas Co., 
most of these years being spent in connection with containers and packaging 
He has long supervised the packaging and container development and operations 


of the Texas Co. His familiarity with all types of packaging places a unique 
and particular high value on his services. His stature in packaging circles 
is pointed up by his selection as vice president of the Packaging Institute, and 
as a member of many other packaging committees, groups and societies. We 
are indeed fortunate to have the opportunity of securing the services of Mr 
Reed from the Texas Co. for the ensuing 6 months period. We believe he can 
make an invaluable contribution to the Division. 


PRODUCT SCOPE—CONTAINERS AND PACKAGING 


Paper and paperboard containers: 
Paper Bags: 
Grocery and variety bags 
Specialty bags 
Other bags 
Paper shipping sacks 
Paperboard containers: 
Solid fiber and corrugated ship- 
ping containers 
Folding paper boxes 
Setup paper boxes 
Other paperboard boxes 
Special food board: 
Paper cups and round 
Nested food containers 
Paraffin cartons: 
Pails and food cartons 
Paperboard milk contain- 
ers 
Liquid tight containers 
Fiber cans and tubes: 
Fiber drums 
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Plastic containers: 
Films: 
Cellophane 
Polyethylene 
Acetate 
Pliofilm 
Saran 
Mylar 
Vinyl! films 
Cry-O-Rap 
Casings for meat 
Squeeze bottles 
Molded and fabricated containers 
Textile containers 
Metal containers: 
Metal cans 
Steel shipping barrels and drums 
Steel shipping packages, kegs and 
pails 
Fluid milk shipping containers 
Steel and aluminum beer barrels 
Metal commercial closures 
Metal home canning closures 
Crowns (stamped) 
Collapsible tubes (metal) 
Metal strapping and accessories 
Compressed gas cylinders 
Reels and spools 
Stamped containers 
Wire ties and bails 
Aerosol valves 
Metal ice-cream cans 
Aluminum foil 
Glass containers 
Materials handling packaging 
Wooden containers . 
Nailed wooden boxes 
Wire bound boxes 
Box shooks (fruit, vegetable, in- 
dustrial) 
Fruit and vegetable baskets 
Tight cooperage 
Slack cooperage 
Tobacco hogsheads 
Veneer baskets and hampers 
Milk bottle crates 
Plywood containers 
Related specialties : 
Pressure sensitive tapes 
Cushioning and packing materials 
Adhesives for packaging 
Printing inks for packaging 
Gummed paper tapes 
Molded pulp trays and containers 
Cords, twine, rope 
Ribbons, ties, flocking 
Crocks and jars (ceramic) 
Capsules and ampules 
Labels, seals, and tags 
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OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 23, 1956 
To: Carlton Haywood, Director of Personnel. 
From: Charles F. Honeywell, Administrator, BDSA. 
Subject: WOC appointment for James F. Reid. 


Submitted herewith are certificate concerning appointment without compensa- 
tion and a memorandum including concise and specific statement with respect 
to the circumstances of the appointment of Mr. James F. Reid as Chief, Ferro 
Alloys Branch, Iron and Steel Division, on a WOC basis. Forms SF-52, SF-57, 
SF-86, and SF-87 for Mr. Reid were submitted to your office December 5, 1955, 

The certificate and memorandum referred to above complete the date neces- 
sary for the appointment action of Mr. Reid with the exception of the letter of 
agreement from the applicant that he will within 30 days from the date of appoint- 
ment submit a financial statement to be filed in the Federal Register. However, 
Mr. Reid was contacted and requested to accept appointment before the new 
procedure stated in BDSA Manual Interim Procedure, dated December 22, 1955, 
became effective. At that time Mr. Reid indicated his willingness to submit 
the financial statement upon appointment. It is, therefore, requested that you 
proceed with the processes necessary to appoint Mr. Reid immediately. 


Ma4rcu 15, 1956. 
There are no candidates available, from the applicant file, RPL, or among 
employees currently on the rolls. 
RvuSSELL A. JOHNSON. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 16, 1956. 
To: P. G. Asher, Director of Administration. 
From: Charles Halcomb, Deputy Director, Iron and Steel Division. 
Subject: WOC appointment of Mr. James F. Reid to position of Chief, Ferro 
Alloys Branch, Iron and Steel Division. 


It is requested that Mr. James F. Reid, the Timken Roller Bearing Co., Canton, 
Ohio, producers of steel mill products be appointed on a full-time basis as WOC 
Chief, Ferro Alloys Branch, Iron and Steel Division. Mr. Reid’s company has 
agreed that he may serve for 6 months. It is therefore requested that he be 
appointed for a 6-month period. 

In accordance with section 2.05 of the interim procedure for appointment of 
WOC’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 

2 = a - = = s 

Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities: 

” * * . * ~ e 

In order to carry out these delegations and requests in connection therewith, 
this Division must determine and assure a continuous study of the peacetime 
and wartime supply and demand, both domestic and international, of the various 
ferro-alloying elements, such as tungsten, chrome, vanadium, nickel, ete., and the 
facilities required for their production and the products produced for use in 
alloying steels (see attached product scope). The defense activities and pro- 
grams of this Division which the appointee, as Chief of the Ferro-Alloys Branch 
is responsible for are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete 
review of essential military requirements in the event of full mobilization. This 
classified study is now being conducted by the Department of Defense and the 
Atomic Energy Commission. It will be the responsibility of the incumbent to 
appraise these military requirements in the light of their need of ferro-alloying 
elements and to develop feasibility studies as to industry capacity from which 
will be established basic data mobilization requirement sheets for the various 
alloying elements. This requires a knowledge of the ability of the producing 
facilities to produce various ferro-alloying elements and an understanding of 
the interrelationships of special production practices in a very complex industry. 
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It will be the responsibility of the incumbent to confer frequently with the 
Department of Defense, Atomic Energy Commission, and the Office of Defense 
Mobilization for the development of studies to determine the need and the quan- 
tities required of the various ferro-alloying elements for full mobilization. It 
will also be the responsibility of the incumbent to make recommendations in 
connection with the stockpiling of various items in short supply, the rate of 
acquisition and withdrawals, etc. 

in the event mobilization requirement surveys indicate, after evaluation, that 
the facilities as available are not sufficient nor capable of producing the military 
requirements in the proper grade and type, expansion goals by product will have 
to be devised and recommended to the Office of the Director of this Division for 
submission to the Office of Defense Mobilization, together with a practical 
method of achieving expansion of capacity by loan, tax amortization, or otherwise. 

The incumbent will propose changes in present orders and regulations, plus 
standby orders and regulations which he deems necessary in the event of full 
mobilization. 

Section .05 (b): The foregoing activities require a knowledge of the current 
methods used in the steel industry in the production of alloy, stainless, hi-temp, 
and heat resisting steels. Such knowledge must include the metallurgical uses 
f various alloying elements, either singly or in combination. It requires a 
current knowledge of what producing facilities can produce varying ferro-alloy- 
ing elements and an understanding of the relationship of productiton practices 
and processes of the iron and steel industry not ordinarily to be found in a full- 
time salaried employee. Due to the continued advances in technological develop- 
ment throughout the iron and steel industry, the position as Chief of the Ferro- 
Alloys Branch requires the services of a man who has been active in industry 
while these technological changes have been developed and put into practice. 
It is the responsibility of the Iron and Steel Division to visualize the industry as 
a whole and to assure adequate supply requirements, both for current defense 
needs and in the event of full mobilization. Pssential studies and surveys to 
ascertain the facts are of such magnitude they must necessarily be of a joint 
Government-industry interest. This Division therefore must, with the full coop 
eration of industry, assure essential facilities and production of a balanced na- 
ture. To participate in the organization and activiation of such surveys and 
studies, the position of Chief of the Ferro-Alloys Branch requires a person of 
widely diversified experience in the production, distribution, and uses of the 
products supervised by that Branch, which can only be gained over a long period 
of time and in the recent operations of this industry. It has accordingly been 
concluded that the duties of the position require outstanding experience and 
ability such as could be gained only by a lengthy and recent experience in the 
industry. 

Section .05 (c): To this end, we have been fortunate in locating a WOC, 
Mr. James F. Reid, who not only qualifies admirably with his background and 
industry experience, but can furnish for this task the requisite guidance and 
results over the 6-month period, graciously accorded by his firm, the Steel and 
Tube Division of the Timken Roller Bearing Co., a leader in the field in the 
production of alloy and stainless steels, which requires a thorough knowledge of 
the various ferro-alloying elements. Mr. Reid joined the steel and tube division 
of Timken in January of 1919 and worked up through various departments to the 
position which he now holds. As production manager, Mr. Reid was responsi- 
ble for scheduling of all the roller bearing manufacture operations and electric 
furnace steel melting production, both for bearing steels and alloy and stainless 
steels, such as those manufactured by the Steel and Tube Division for distribution 
und sale to consumers. As production manager, it was esSential that he have a 
thorough knowledge of all the ferro-alloying elements, including their uses in 
steel-melting operations, their various effects on the physical qualities of the steel 
and the source of supply from which they are available. Mr. Reid was on loan 
to the War Production Board from 1942 to 1944 where he worked in the Ferro- 
Alloys Branch and in the Alloy Steel Branch, where his intimate knowledge of 
metallurgy proved extremely valuable to the Steel Division. During the opera- 
tions of the National Production Authority, Mr. Reid was called in frequently 
for consultation in connection with certain metallurgical problems, so he al- 
ready has a fair understanding of the problems facing the Ferro-Alloys Branch in 
connection with its development of requirements, etc., for full mobilization. Dur- 
ing his services with Timken, with the War Production Board, and the National 
Production Authority, it has been necessary for him to work closely with other 
steel producers and with a great many steel consuming industries which has 
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given him a current knowledge of the metallurgical changes which have takey 
place in steel production during the last 8 to 10 years. He is extremely wel] 
thought of by men in similar positions in the iron and steel industry, which wij] 
be of great value in securing cooperation between Government and the iron anq 
steel industry. 


IRON AND STEEL PRODUCTS: WROUGHT AND CAST 
(Bither Carbon, Alloy, or Stainless) 


Ingots and semifinished (blooms, billets, slabs, tube rounds, sheet bar) 

Structural shapes and piling 

Plates, sheared, universal and strip 

Rails and track accessories (joint bars, tie plate, track spikes) 

Forged and rolled wheels and axles 

Bars: Hot rolled, cold finished, and reinforcing 

‘Tool steel 

Pipe and tubing 

Wire rods, drawn wire, wire products, such as nails, bale ties, woven-wire fence, 
barbed and twisted 

Tin-mill products (black plate, tin and terneplate, hot dipped tinplate, electro- 
lytic plate) 

Sheet and strip: Hot rolled, cold rolled, galvanized, enameling, and electrical 

Forgings: All types 

Ferrous castings: All types 

Pig iron 

Refractories 

Ferro alloys and alloying elements such as nickel, chrome, tungsten, manganese, 
ete. 

Ferrous scrap 


JANUARY 9, 1956, 
MEMORANDUM 


To: Carlton Hayward, Director of Personnel. 
From: Charles F. Honeywell, Administrator, BDSA. 
Subject: WOC appointment action for William L. Sandston. 

Submitted herewith are certificates concerning appointment without compen- 
sation, a memorandum including concise and specific statements with respect to 
the circumstances of the appointment and Form WOC-2 for the appointment of 
Mr. William L. Sandston as Chief, Business Research and Analysis Branch, Iron 
and Steel Division, on a WOC basis, Forms SF-52, SF-57, SF-86 and SF-87 for 
Mr. Sandston were submitted to your office October 27, 1955. 

The certificate, memorandum and WOC-2 referred to above complete the data 
to support the SF-52 as set forth in the BDSA Manual Interim Procedure on 
WOC Appointments. It is, therefore, requested that you proceed with securing 
the Secretary’s approval of this action so that Mr. Sandston may be sworn in as 
soon as possible. 

JANUARY 27, 1956. 

There are no candidates available from the applicant file, RPL, or among en- 
ployees currently on the rolls. 

Russet A. JOHNSON. 


OrriceE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 6, 1956. 
To: P. G. Asher, Director of Administration. 
From: Charles Halcomb, Deputy Director, Iron and Steel Division. 
Subject: WOC appointment of Mr. William LaRoss Sandston to position of 
Chief, Business Research and Analysis Branch, Iron and Steel Division. 
It is requested that Mr. William LaRoss Sandston, Armco Steel Corp., 705 
Curtis Street, Middletown, Ohio, producers of steel-mill products and processors 
of steel-mill products, be appointed on a full-time basis as WOC Chief, Business 
Research and Analysis Branch, Iron and Steel Division. Mr. Sandston’s com- 
pany has agreed that he may serve fer 6 months. It is therefore requested that 
he be appointed for a 6-month period. 
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In accordance with section 2.05 of the Interim Procedure for Appointment of 
woc’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 


* * * > * * * 


In order to carry out these delegations and requests in connection therewith, 
this Division must determine and assure a continuols study of the peacetime 
and wartime supply and demand, both domestic and international of iron and 
steel products and foundry products, and the facilities required for their produc- 
tion; products produced, both in a semifinished state for further fabrication and 
semifabricated products for consumption (see attached product scope). The 
defense activities and programs of this Division which the appointee, as Chief 
of the Business Research and Analysis Branch, is responsible for are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete 
review of essential military requirements in the event of full mobilization. This 
classified study is now being conducted by the Department of Defense and the 
Atomic Energy Commission. It will be the responsibility of the incumbent to 
appraise these military requirements and to develop feasibility studies as to 
industry capacity, from which will be established a basic data mobilization 
requirement sheet. This requires a knowledge of the interchangeability of 
producing facilities to make the various products and an understanding of the 
interrelationships of production practices in a very complex industry. 

It will be the responsibility of the incumbent to confer with product specialists 
in the Iron and Steel Division for the development of studies on the capacities 
of the individual iron and steel products, such as hot rolled bars, shell steel 
billets, forgings, plates, structural shapes, sheet and strip, etc. Such a study 
is now underway in connection with the ability of the steel industry to meet the 
Department of Defense requirements for shells to be produced by the hot cup 
cold extrusion process, which requires knowledge of special chemistry, special 
finishing, ete. 

In the event mobilization requirement surveys indicate, after evaluation, that 
the facilities as available are not sufficient or capable of producing military 
requirements in the proper sizes, grade, and type, expansion goals by product will 
have to be devised and recommended to the Office of the Director of this Division 
for submission to ODM, together with a practical method of achieving expansion 
of capacity by loan, tax amortization, or otherwise. 

The incumbent must assist other Branches of the Iron and Steel Division in 
coordinating the individual studies from a feasibility point of view. 

The incumbent, through the staff of the Business Research and Analysis 
Branch, will coordinate and develop changes in present orders and regulations 
plus standby orders and regulations which will be necessary in the event of full 
mobilization. The incumbent is responsible, through his staff, for the collection 
of statistics on exports and imports of all iron and steel products, ferroalloys, 
and ferrous scrap. The incumbent will supervise the providing of business 
services to industry and the public, including publications. He will participate 
in intergovernmental conferences, in mobilization and international trade prob- 
lems, and be in a position to advise the Director on what actions should be taken 
with respect to specific industrial resource studies, affiliated with and essential 
to the production of iron and steel products. 

The incumbent will study and evaluate the present Defense Materials system 
and M-1A Order as they affect military set-asides for production, with a view 
of overhauling and revising these regulations where changed conditions make 
such action appropriate. 

Section .05 (b): The foregoing activities require a knowledge of current 
methods used in the steel industry for recording and reporting statistical data 
and development of commercial research. It also requires a current knowledge 
of the interchangeability of producing facilities and an understanding of the rela- 
tionship of production practices and processes of the iron and steel industry not 
ordinarily to be found in a full-time salaried employee. It is the responsibility of 
the Iron and Steel Division to visualize the industry as a whole and to assure 
adequate supply requirements, both for current defense needs and in the event 
of full mobilization. Essential studies and surveys to ascertain the facts are of 
such magnitude they must necessarily be of a joint Government-industry inter- 
est. This Division, therefore, must with the full cooperation of industry, assure 
essential facilities and production of a balanced nature. ‘To participate in the 
organization and activation of such surveys and studies, the position of the 
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Chief of the Business Research and Analysis Branch requires a person of diversi- 
fied experience in market research and economic analysis, which could only be 
gained over a long period of time, and in the recent operations of this industry 
It has accordingly been concluded that the duties of position require outstanding 
experience and ability such as could be gained only by a lengthy and recen: 
experience in the industry. 

Section .05 (c): To this end, we have been fortunate in locating a WOC, Mr. 
William Sandston, who not only qualifies admirably with his background and 
industry experience, but can furnish for this task the requisite guidance and 
results over the 6-month period, graciously accorded by his firm, Armco Stee] 
Corp., a leader in the field of the production of steel mill products. Mr. Sandston 
joined the Air Force in 1942 and became the Signal and Cryptographic Security 
Officer for the 9th United States Air Force, with the duty to establish and 
maintain security of the communications system. He was separated in 1946 
with the rank of major. After his release from service, Mr. Sandston joined 
the Armco Steel Corp. in the field of commercial research and economic analysis, 
where he has been employed for the past 10 years. He proved his ability to 
such an extent that he is presently second in command of Armco Steel Corp.'s 
commercial research department. During such service it has been necessary 
for him to work closely with other steel producers and with a great many 
steel-consuming industries which has given him a current knowledge of the 
commercial research practices of the industry and a thorough knowledge of pro- 
duction practices and processes. He is extremely well thought of by men in 
similar positions in the iron and steel industry, which will be of great value 
in securing cooperation between Government and the iron and steel industry. 


TRON AND STEEL PRODUCTS, WROUGHT AND CAST 


(List of products deleted.) 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 9, 1956. 


To: Mr. Carlton Hayward, Director of Personnel. 
From: Charles F. Honeywell, Administrator, BDSA. 
Subject: Mr. Charles M. Stuart. 


Submitted herewith is a memorandum including concise and specific statements 
with respect to the circumstances of the appointment of Mr. Charles M. Stuart 
as Director, General Industrial Equipment Division, on a WOC basis. 

Mr. Stuart was appointed to this position October 27, 1955. This memorandum 
completes the data to support the appointment as set forth in the BDSA Manual 
Interim Procedure on the subject of WOC appointments pursuant to the Defense 
Production Act, dated December 22, 1955. 


OrriceE MEMORANDUM, UNITED States GOVERNMENT 


JANUARY 5, 1956 
To: Mr. P. G. Asher, Director of Administration, BDSA. 
From: Harry 8S. Mills, Deputy Director, GIED. 


Subject: WOC appointment of Mr. Charles M. Stuart to position of Division 
Director. 


Mr. Charles M. Stuart, who is now and has, for many years, been employed 
by the Carrier Corp., Syracuse, N. Y., manufacturers of refrigeration and air- 
conditioning equipment, was appointed on a full-time basis as a WOC Director 
of this Division on November 1, 1955. Mr. Stuart’s company had agreed that 
he might serve in this capacity for 6 months. It is, therefore, requested that 
this appointment be approved for the period up to May 1, 1956. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s the following information is submitted : 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department as follows: 
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Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities: 


= e - + . = CI 

This Division is responsible for carrying out the above functions and activi- 
ties as they relate to the many general industrial equipment industries assigned 
to it. 

During the'tenure of Mr. Stuart as Director, the Division will be engaged, and 
Mr. Stuart will participate, in the following activities and program: 

One of the most difficult areas within the jurisdiction of this Division, with 
particular reference to mobilization preparedness and defense-supporting con- 
siderations, is that of industrial and commercial air conditioning and refrigera- 
tion. While air conditioning and refrigeration are by no means new, there has 
been tremendous expansion in these industries due to new processes and tech- 
nologies in production in many areas and the continuing and rapid development 
of refrigeration in the processing, distribution and preservation of food, Al- 
though much is known about this industry, from a mobilization preparedness 
standpoint, little has been done by this Division in carrying out that phase of our 
responsibility. 

In connection with this particular type of equipment, we must conduct studies 
of the essential requirements to meet minimum military and civilian needs for 
the protection of the Nation’s health and welfare, and must study production 
capacity of the industry, locations of the manufacturers, and related factors to 
assure that the minimum requirements will be met in the event of a national 
emergency ; and take necessary steps to assure continuity of production in the 
event of enemy attack. 

We have been unable to acquire salaried personnel who are qualified by edu- 
cation and adequate current industrial experience to organize and carry out 
such a study. Within our existing organization, we have accumulated a great 
deal of information relative to this particular industry, but this problem can 
only be effectively studied and analyzed by a person currently having a high 
enough position within the industry to observe and be aware of the many in- 
terrelated factors concerning the product and uses of the equipment. It has 
therefore been concluded that the duties of this position require outstanding 
experience and ability which could be acquired only through current experience 
at a high level within the industry. 

We have indeed been fortunate in locating a WOC, Mr. Stuart, who not 
only qualifies admirably with his background and industry experience, but can 
furnish for this task the necessary knowledge and guidance to arrive at the best 
conclusions and recommendations. We are appreciative of the fact that the 
Carrier Corp., a leader in the field of air conditioning and refrigeration, has 
made Mr. Stuart available to us in carrying out this important work. 

Mr, Stuart is an engineer, and currently holds the position of assistant to 
the executive vice president of the Carrier Corp. He has been with the Carrier 
Corp. for about 18 years. In his present capacity with the company, he is in 
constant touch with all of the divisions of the corporation and their many and 


varied problems. He therefore has as broad a prospective of the industry as 
could be obtained. 


MEMORANDUM 
To: Director of Personnel. 
From: Administrator, BDSA. 
Subject : Notice of vacancy in advisory or consultative position. 


The services of a qualified person are required for the following position in 
BDSA: Consultant (commercial and industrial air conditioning and refrigera- 
tion), General Industrial Equipment Division, 

We have no candidate to propose for appointment on a full-time, salaried basis. 
It is requested that you attempt to obtain from sources of recruitment available 
to your office a full-time, salaried applicant qualified for this position. In the 
event recruitment sources reveal no qualified persons available to serve in this 
position on a full-time, salaried basis, it is requested that you sign and return 
this memorandum indicating this fact in order that action may be instituted 
to obtain the services of a qualified person on a WOC basis. 

[Penciled note:] Charles M. Stuart, recommended. 


Aprit 11, 1956. 


Notification that no qualified salaried employee is known to be available. 
The recruitment sources of this Office reveal no qualified person available at 
this time to serve in this position on a full-time, salaried basis. ‘This has been 
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determined by review of the applicant file, RFL, and employees currently on 
BDSA rolls. 
CARLTON HAYWARD, Director of Personnel. 
APRIL 12, 1956. 


1. There are no qualified employees in BDSA available for this position. 
F. Seymour, April 12, 1956. 

2. No candidates. N. H. April 12, 1956. 

3. No qualified candidates on RPL or applicant files. M. A. April 12, 1956 


Orrick MEMORANDUM, UNITED STATES GOVERNMENT 


DxecEMBER 22, 1955. 
To: Mr. P. G. Asher, Director of Administration. 
From: Nathan D. Golden, director, Scientific, Motion Picture, and Photographic 
Products Division. 
Subject: WOC appointment of Mr. Cortlandt Van Rensselaer to position of 
Deputy Director. 
JANUARY 4, 1956. 
There are no candidates available from the applicant file, RFL, or among 
employees currently on the rolls. 
Russeiyi A, JOHNSON. 


It is requested that Mr. Cortlandt Van Rensselaer, now employed by Hewlett- 
Packard Co., Palo Alto, Calif., manufacturers of electronic laboratory and test 
equipment, be appointed on a full-time basis as a WOC Deputy Director in this 
Division. Mr. Van Rensselaer’s company has agreed that he may serve for 6 
months. It is therefore requested that he be appointed for a 6-month period. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the De- 
partment, as follows: 


* * * * * * * 


Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities : 


* * * * * * + 


This Division is responsible for carrying out the above functions as they relate 
to the scientific, motion-picture, and photographic products industries. 

Specifically, during the period of tenure of Mr. Van Rensselaer as Deputy 
Director, the Division Will be engaged and Mr. Van Rensselaer will participate 
in the following activities and programs: One of the most difficult operational 
fields within the jurisdiction of the Scientific, Motion Picture and Photographic 
Products Division, with particular reference to mobilization preparedness and 
defense supporting considerations is that pertaining to electrical test equipment, 
notably that phase of instrumentation employing electronic principles. (See 
attached product scope.) At the outset, it is a relatively new industry and the 
potential applications encompass test requirements of every branch of military, 
industrial, and welfare projects. From technological and application stand- 
points obviously much is known in the field, but from a mobilization prepared- 
ness standpoint little has been done by this Division in furtherance of our 
obligation thereto. 

Nonetheless, it is our responsibility not only to visualize this industry as an 
entity but likewise in terms of its basic instrument classes. Thereafter, we must 
determine output, capacity, locations, and related factors to assure adequacy of 
the overall requirements as well as continuity of production in an emergency. 

We have never been able to acquire salaried prospects who were qualified by 
education or industrial experience to organize and activate such a survey. 
Within our existing staff we have given spotty consideration to problems of 
acquisition of specific items, but our efforts should be more efficiently focused 
through the medium of a diagrammatic perspective of the overall problem, which 
only a qualified WOC from industry can perform. 

Only within the week, it has been indicated that despite the hundreds of firms 
engaged in such production, 10 strategieally dropped atom bombs could virtually 
eliminate the industry and jeopardize our defense and welfare. 
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If we are to assure adequate requirements, we must embark on a program 
designed to obviate such a contingency as well as to promote the expansion of 
this vital essential. 

Section .05 (b): The foregoing activities require a current knowledge of in- 
dustrial systems and methods not ordinarily to be found in full-time salaried 
Government employees. It has accordingly been concluded that the duties of 
the position require outstanding experience and ability such as could be gained 
ordinarily only by recent experience in the industry. 

Section .05 (c): To this end we have been fortunate in locating a WOC, Mr. 
Van Rensselaer, who not only qualifies admirably with his background and 
industry experience, but can furnish for this task the requisite guidance and 
results over the 6-month period graciously accorded by his firm—a leader in this 
field of electronic laboratory and test equipment. 

Mr. Van Rensselaer is a production engineer and, until his present assignment 
as assistant sales manager, had complete responsibility for production planning 
and control of manufacturing operation for his company. He correlated pro- 
duction control, inventory requirements with production needs. Developed 
production control, inventory control, and production engineering systems and 
procedures. Prepared data and forms necessary for his company during Korea 
in connection with controlled materials plan. He served during World War II 
as electronic engineering officer in the Navy and was responsible for design and 
production of special electronic equipment, radio teletype receiving transponders, 
frequency measuring apparatus and mobile communications equipment. 


PRODUCT SCOPE OF ELECTRONIC INSTRUMENTATION PROJEC' 


(List of products deleted. ) 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


FEBRUARY 6, 1956. 
To: Carlton Hayward, Director of Personnel. 
From: Chas. F. Honeywell, Administrator, BDSA. 
Subject: WOC appointment for Roger F. Waindle. 

Submitted herewith are certificate concerning appointment without compen- 
sation and a memorandum including concise and specific statements with respect 
to the circumstances of the appointment of Mr. Roger F. Waindle as Chief, 
Castings Branch, Iron and Steel Division, on a WOC basis. Forms SF-52, SF-57, 
CD-79, SF-86 and SIF-87 for Mr. Waindle were submitted to your office October 
19, 1955. 

The certificate and memorandum referred to above complete the data neces- 
sary for the appointment action of Mr. Waindle with the exception of the let- 
ter of agreement from the applicant that he will within 30 days from the date 
of appointment submit a financial statement to be filed in the Federal Register. 
However, Mr. Waindle was contacted and requested to accept appointment be- 
fore the new procedure stated in BDSA Manual Interim Procedure, dated De- 
cember 22, 1955, became effective. At that time, Mr. Waindle indicated his will- 
ingness to submit the financial statement upon appointment. It is, therefore, 


requested that you proceed with the processes necessary to appoint Mr. Waindle 
immediately. 


FEBRUARY 8, 1956. 
There are no qualified candidates available from the applicant file, RPL, 
or among employees currently on the rolls. 
RUSSELL A. JOHNSON. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


FEesRuarRy 3, 1956. 
To: P. G. Asher, Director of Administration. 
From: Charles Halcomb, Deputy Director, Iron and Steel Division. 
Subject: WOC appointment of Mr. Roger F. Waindle to position of Chief, Cast- 
ings Branch, [ron and Steel Division. 
It is requested that Roger F. Waindle of the Wai-Met Engineering Co., Waban, 
Mass., a consulting agency for ferrous foundries, be appointed on a full-time 
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basis as WOC Chief of the Castings Branch, Iron and Steel Division. My, 
Waindle’s company has agreed that he may serve for a 6-month period. [t js 
therefore requested that he be appointed for a 6-month period. 

In accordance with section 2.05 of the Interim Procedure for Appointment 
of WOC’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization anq 
related defense functions under the statutory and derived authority of the De. 
partment as follows: 


a * * * * * * 
Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities : 
* - * 2 > * * 


In order to carry out these delegations and requests in connection therewith, 
this Division must determine and assure a continuous study of the peucetime 
and wartime supply and demand for ferrous foundry products, and the facilities 
required for their production. The defense activities and programs of this 
Division which the appointee, as Chief of the Castings Branch is responsible, 
are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete 
review of essential military requirements in the event of full mobilization. This 
classified study is now being conducted by the Department of Defense and the 
Atomic Energy Commission. It will be the responsibility of the incumbent to 
appraise those military requirements as they affect the products under his super- 
vision and to develop feasibility studies as to industry capacity, from which will! 
be established a basic data mobilization requirements sheet. This requires a 
knowledge of the interchangeability of producing facilities to make various 
products and an understanding of the interrelationships of production practices 
in a very complex industry. It will be the responsibility of the incumbent to 
constantly review the data maintained at the relocation center and to keep it 
current with announced increases in ingot production or processing facilities 
which are reported from time to time by the American Iron and Steel Institute. 

In the event mobilization requirement surveys indicate after evaluation that 
the facilities as available are not sufficient nor capable of producing military 
requirements in the proper size, grade, and type, expansion goals by product 
will have to be devised and recommended to the Office of the Director of this 
Division for submission to the Office of Defense Mobilization together with a 
practical method of achieving expansion of capacity by loan, tax amortization, 
or otherwise. If the industry under his supervision expands its production in 
any of the fields supervised by the incumbent, it will be his responsibility to 
reevaluate and bring up to date the various studies that his Branch has prepared 
in the past for submission to the Industry Evaluation Board. He is also respon- 
sible for keeping up to date the data which the Division has sent to the Reloca- 
tion Center for use in an all-out emergency. The Castings Branch has not yet 
completed a study of the defense requirements for heavy steel castings and it will 
be the responsibility of the incumbent to press the study through to completion 

Section .05 (b): The foregoing activities require a knowledge of the current 
methods used in the ferrous foundry industry for the production of various 
types and grades of castings. It also requires a current knowledge of the inter- 
changeability of producing facilities and an understanding of the relationship of 
production practices and processes in the ferrous foundry industry, not ordinar- 
ily to be found in a full-time salaried employee. It is the responsibility of the 
Iron and Steel Division to visualize the foundry industry as a whole and to as- 
sure adequate supply requirements both for current defense needs and in the 
event of full mobilization. Essential studies and surveys to ascertain the facts 
are of such magnitude they must necessarily be of a joint Government-industry 
interest. This Division therefore must attain full cooperation of industry to 
assure essential facilities and production of a balanced nature. To participate 
in the organization and activation of such surveys and studies, the position of 
Chief of the Castings Branch requires a person of diversified experience in the 
production and distribution of one or more of the products supervised by that 
Branch, which could only be gained over a long period of time and in the 
recent operations of that industry, where many technological problems are aris- 
ing frequently. It has accordingly been concluded that the duties of the position 
require outstanding experience and ability which could be gained only by a 
lengthy and recent experience in the industry. 
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Section .05 (¢): To this end, we have been fortunate in locating a WOC, 
Mr. Roger F. Waindle, who not only qualifies admirably with his background 
and industry experience, but can furnish for this task the requisite guidance 
and results over the 6-month period graciously accerded by his firm, the Wai- 
Met Engineering Co., a leader in the field of ferrous foundry consultants. Mr. 
Waindle has been connected with the ferrous foundry industry since July 1934. 
Up until September of 1953, Mr. Waindle had occupied positions of chief, engi- 
neering and sales manager, general manager, vice president and general manager 
of various foundries. From March 1942 to November 1944, he was connected 
vith the Chicago Ordnance District of the Army Services Force as Chief of 
Production, Tank Automotive Division, where he handled armored tanks, auto- 
motive and related equipment and accessories; and service metallurgy for all the 
district offices. His experience has gained him intimate knowledge of the uses 
f various alloying elements required in the manufacture of ferrous castings. 
With the present tight situation of nickel in the overall market, it is frequently 
necessary for foundry producers to suggest lower nickel contents in some types 
of their casting than customers used previously when nickel supply was more 
plentiful. Mr. Waindle’s experience is ideal for such consultation and adviee as 
Chief of the Branch. 


IRON AND STEEL PRODUCTS—WROUGHT AND CAST 
(Either Carbon, Alloy, or Stainless) 


Ingots and semifinished (blooms, billets, slabs, tube rounds, sheet bar) 

Structural shapes and piling 

Plates, sheared, universal and strip 

Rails and track accessories (joint bars, tieplate, track spikes) 

Forged and rolled wheels and axles 

Bars—hot rolled, cold finished and reinforcing 

Tool steel 

Pipe and tubing 

Wire rods, drawn wire, wire products, such as nails, bale ties, woven wire fence, 
barbed and twisted 

Tin mill products (black plate, tin and turne plate, hot dipped tinplate, electro- 
lytic plate) 

Sheet and strip—hot rolled, cold rolled, galvanized, enameling, and electrical 

Forgings—all types 

Ferrous castings—all types 

Pig iron 

Refractories 

Ferro alloys and alloying elements such as nickel, chrome, tungsten, manganese, 
ete, 

Ferrous scrap 


OFFICE MEMORANDUM, UNITED STATes GOVERNMENT 


Freervary 7, 1956. 
To: Carlton Hayward, Director of Personnel, 
From: Charles F. Honeywell, Administrator, BDSA. 
Subject: WOC appointment for Robert E, Williams. 


Submitted herewith are Certificate Concerning Appointment Without Compen- 
sation, a memorandum including concise and specific statements with respect 
to the circumstances of the appointment, and forms SF-52, SF-57, CD-79, SF-86, 
SF-87, and WOC~-2 for the appointment of Mr. Robert BE. Williams as Director, 
Communications Equipment Division on a WOC basis. 

In Mr. Williams’ former appointment with NPA, he was cleared for Secret. 
The Security Office for the Department has informed us by phonse that his prior 
clearanee is sufficient basis for the issuance of a waiver immediately. 

Form WOC-1 for the position which Mr. Williams will occupy has been 
returned by your office. ~ 


76559—56——19 
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FEBRUARY 7, 1956. 
MEMORANDUM 

To: Mr. F. G. Asher, Director of Administration. 
From: A. J. Falk, Deputy Director, Communications Division. 
Subject: WOC appointment of Mr. Robert E. Williams to the position of Director, 

Is is requested that Mr. Robert E. Williams be appointed on a full-time basis 
as WOC Director of the Communications Division. He is now employed by the 
Automatic Electric Co., of Chicago, IL, and it is anticipated that he will be avail- 
able for duty as soon as the necessary security clearances can be obtained. By 
agreement with his company, Mr. Williams’ appointment with BDSA will be 
for 6 months, 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 
related defense functions under the statutory and derived authority of the 
Department, as follows: 


a * . > * * * 


Pursuant to those authorities, the Business and Defense Services Administra- 
tion performs the following defense and mobilization activities: 

« . a * ~ a © 

The Communications Division is responsible for postattack and mobilization 
planning for the operating communications industry and the manufacturing 
segment of the industry, with cognizance over domestic and international tele- 
phony, domestic and international telegraphy, international radio communica- 
tions, nonamplified intercommunications, and central station protective signaling 
service. 

In the operating area it is necessary for the Division to prepare appropriate 
standby orders and regulations for full mobilization in view of the importance of 
communications in both a civilian and wartime economy and the extent to which 
the various Government services, including the Federal Civil Defense Adminis- 
tration, must rely upon civil communications. The Office of Defense Mobiliza- 
tion has stressed the high essentiality and urgent need for the development and 
availability of a postattack plan which could be implemented quickly for the 
communications industry—one that would not require detailed and specific 
authorization from the Government in the first 12 to 24 hours or 5 to 10 days after 
an attack or emergency. To this end the Communications Division has been 
drafting a mobilization standby order which would help to minimize disruption 
of the communications network in an emergency and would provide a plan for 
restoration of essential services. The work on the standby order for the operating 
industry is not completed, and there is need for development of controls and 
administrative tools to supplement the basic communications orders. 

A mobilization planning study is needed to determine what specific standby 
orders and regulations may be required for the manufacturing segment of the 
communications industry. 

To assure that the needs of the communication industry are met in the 
administration of the Defense Materials system, progressive review must be 
made of productive capacity for manufacture of communications equipment, 
taking into account the rapid and continuing growth of the telephone and tele- 
graph industry, the increased public demand for service, and the essential 
requirements of the Department of Defense, Atomic Energy Commission, and 
Federal Civil Defense Administration programs, 

The manufacturing and operating segments of the communications industry 
utilize, in the manufacture and use of their products, virtually every known 
chemical, controlled material, and nonferrous material, some of which are 
extremely critical to the industry. Because of the sizable consumption of ma- 
terials by the industry, the Communications Division is required to develop 
mobilization estimates for materials which may be in short supply or difficult to 
obtain. Such estimates are made available to BDSA staff advisors and the 
Office of Defense Mobilization for use in determining policy.and making decisions 
related to stockpiling. 

Intensive study is contemplated of feasibility and methods for assessing bomb 
damage, with recommendations as to measures which should be taken for operat- 
ing in the event of such attack. 

Because of the concentration of prodicers and vital operating services in tar- 
get areas, study must also be undertaken to evolve a plan which will provide in- 
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entives for a dispersal program or an alternate means of making these facilities 
ess vulnerable under attack conditions. 

Studies have been made of both domestic and international operators in the 
ommunication field, as well as the manufacturers of communications equip- 
ment. On the basis of these studies and the recommendations of the Communi- 
ations Division, the Industry Evaluation Board has rated the essentiality of the 
various facilities. Where facilities have been rated as critical and indispensable 

the safety and the defense of the Nation, the companies have been invited 

confer individually with BDSA on steps which should be taken to assure 
ontinuity of management and operations in the event of attack; and BDSA is 
naking every effort to encourage manufacturers and communications operators 
to develop plans for industrial defense. New IEB studies are contemplated in 
some areas, and the situation requires constant review to make certain that new 
nstallations and facilities are covered. 

In addition to the work involved in the normal activities of BDSA, the Com- 

inications Division has representation on various panels and working groups 

f the Telecommunications Planning Committee (a group comprised of top 
Government officials in the communications field and serving as an advisory com- 

ittee to the Director of the Office of Defense Mobilization). In this capacity, 
he Communications Division develops information and assists with studies 
vhich are used by the committee and ODM in establishing overall telecommunica- 

ms policy. 

Section .05 (b): The direction of all the aforementioned programs and the 
ecessary consultation with industry require a comprehension of the complexities 
of the communications industry and a current knowledge of the latest develop- 
ments, techniques, problems, and operations not ordinarily found in a full-time 
Government employee. Dynamic progress is being made in the laboratories of 
the communications industry, and its implications on future development and 
pplications require integration in Government programs which, in turn, exert a 
profound influence on the day-to-day operations of the communications industry. 
\ccordingly, to best serve the interests of the Nation as a whole, it is imperative 
that the Government achieve the full cooperation of industry in the development 
of mobilization plans and controls which are consonant with the efficient opera- 
tion of the industry and which will, at the same time, accomplish desired mobili- 
zation objectives with expediency. 

Section .05 (c): Mr. Williams is by education and experience well qualified 
to furnish guidance to the activities of the Communications Division. He has 
spent approximately 28 years with the Automatic Electric Co. and other sub- 
sidiaries of Theodore Gary & Co.—all of which have been recently merged with 
the General Telephone Corp. The General Telephone Corp. is the second largest 
holding company operating its own communications companies and owning its 
wn manufacturing facilities in the United States, as well as some manufacturing 
properties in diverse parts of the world. In his present position with the Auto- 
matic Electrie Co., Mr. Williams has gained extensive knowledge of both oper- 
iting and manufacturing phases of the communications industry and is espe- 
ially versed in such matters as financing, accounting, rate matters, and general 
corporate affairs as they affect the smaller and independent segment of the 
telephone industry. As WOC Director of the Communications Division, his 

nowledge of the industry and his counsel is available to other Government 
officials to assist them in their application of Government programs to industry, 
and his serving on a full-time basis brings about closer and more frequent con- 
sultation than would otherwise be possible. In the field of communications, 
vhich is ever-changing, no Government career employee can hope to keep abreast 
of new developments and techniques employed. In Mr. Williams’ case, his recent 
and continuing experience in the communications industry will be invaluable 
in his role as an operating official in the Communications Division. As a re- 
sult, the agency will profit from having his expert service for 6 months on a 
WOC basis since he would not otherwise be available for Government service. 


JANUARY 17, 1956. 
Memorandum 


To: Director of Personnel. 
From: Administrator, BDSA. 
Subject : Notice of vacancy in operating position. 
The following position will become vacant in BDSA on or about January 31, 
1956 as a result of the current incumbent completing his tour of duty: 
Director, Communications Equipment Division. 
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We have no candidate to propose for appointment on a full-time, salarieq 
basis. It is requested that you attempt to obtain from sources of recruitmen: 
available to your office a full-time, salaried applicant qualified for this position 
in the event recruitment sources reveal no qualified persons available to serve 
in this position on a full-time, salaried basis, it is requested that you sign anq 
return this memorandum indicating this fact in order that action may be ip- 
stituted to obtain the services of a qualified person on a WOC basis. 


Notification that no qualified salaried employee is known to be available. 
‘The recruitment sources of this office reveal no qualified person available at 
this time to serve in this position on a full-time, salaried basis. This has beep 
determined by review of applicant file, RPL, and employees currently on BDSA 
rolls. 
CarRLTON Haywarp, 


Director of Personnel 
FEBRUARY 2, 1956. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


FEBRUARY 15, 1956 
To: Carlton Hayward, Director of Personnel. 
From: Charles F. Honeywell, Administrator, BDSA, 
Subject: WOC appointment for Stuart E. Yeaton. 


Submitted herewith are Certificate Concerning Appointment Without Com- 
pensation, a memorandum including concise and specific statements with respect 
to the circumstances of the appointment and forms SF-52, SF-57, CD-79, SF-26, 
SF-87, and WOC-—2 for the appointment of Mr. Stuart E. Yeaton as Director, 
Copper Division, on a WOC basis. 


Form WOC-1 for this position has been returned by your office. 


OFFICE MEMORANDUM, UNITED STATES GOVERN MENT 


Fesruary 15, 1956. 

To: Mr. P. G. Asher, Director of Administration, BDSA, 

From: C. W. Seeley, Director, Copper Division. 

Subject: WOC appointment of Mr. Stuart E. Yeaton to position of Director, 
Copper Dvision. 

It is requested that Mr. Stuart E. Yeaton, general product manager, Electrical 
Wire Division, John A. Roebling’s Sons Corp., 640 South Broad Street, Trenton, 
N. J., manufacturers and processors of copper wire mill products, be appointed 
on a full-time basis as a WOC Director of the Copper Division. Mr. Yeaton’s com- 
pany has agreed that he may serve for 6 months. It is therefore requested that 
he be appointed for a 6-months period. 

In accordance with section 2.05 of the Interim Procedure for Appointment of 
WOC’s, the following information is submitted: 

Section .05 (a): The BDSA is responsible for performing mobilization and 


related defense functions under the statutory and derived authority of the 
Department as follows: 


s * * * * o oe 


Pursuant to these authorities, the BDSA performs the following defense and 
mobilization activities : 


* x * * * * * 


In order to properly carry out these delegations and requests in connection 
therewith, this Division must determine and assure a continuous study of the 
peacetime and wartime supply and demand, both domestic and international, 
of copper and copper-base alloy products and facilities required for their pro- 
duction; products produced, both in a raw state for further fabrication and 
semi-fabrieated products for consumption. (See attached product scope.) The 
defense activities and programs of the Division which the appointee will direct 
the performance of and his responsibilities and duties therewith are as follows: 

The Director of the Office of Defense Mobilization has ordered a complete 
review of essential military requirements in the event of full mobilization. This 
classified study is now being conducted by the Department of Defense and the 
Atomic Energy Commission. It will be the responsibility of the incumbent to 
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praise these military requirements and to develop with the producing industry 

supply-demand analysis from which will be established a basic data mobiliza- 

n requirement sheet. 

Essential military requirement surveys will develop and make necessary 

component studies on individual copper and copper-base alloy products, such as 
sheet, strip, rod, tube, wire, cable, castings, and copper powder. 
In the event mobilization requirement surveys indicate after evaluation that 
ilities as available are not sufficient nor capable of producing military require- 
nts, expansion goals by product will have to be devised and recommended by 
e incumbent to ODM, together with a method of achieving expansion of capacity 
by loan, tax amortization, or otherwise. 

Studies and surveys of those copper and copper-base facilities now on the 
selected lists, as well as other producing facilities, must be reviewed and re- 

sed periodically. Method of determining vulnerable facilities and classifying 
them must be devised. The incumbent must assist management of all producing 

ompanies in the establishment of preattack and postattack policies and plans 
to assure continuity of production and of management in the event of an 
emergency. 

Mobilization requirements and facilities for production of copper and copper- 

ase products must be evaluated and proper recommendations made with respect 
to stockpiling. It must be determined also what actions are to be taken with 
respect to specific industrial resources studies. 

Determine what further studies by geographical location are to be made with 
respect to means and methods to be taken to assess damage and suggest replace- 
ment actions necessary in the event of bomb attack. Survey and study the in- 

stry as a whole with the idea of suggesting a dispersal program covering the 
vulnerable segments of the copper industry. 

Draft standby orders, manning tables, production scheduling methods, and 

nventory controls so as to enable the industry to transfer from peacetime to war- 
ie production with as little disruption as possible. Check the adequacy of 
available data by relocation exercise development and participation. 

Study and evaluate the present Defense Materials System and M-—Order as 
they affect military set-asides for production, with a view of overhauling and 
revising these regulations. This action is so that production set-asides can be 
modified from time to time in keeping with Military and AEC current and future 
requirements. 

Section .05 (b) : The foregoing activities require a current knowledge of indus- 
trial systems and methods not ordinarily to be found in fulltime salaried Gov- 
ernment employees. It is the responsibility of the Copper Division to visualize 
the industry as a whole and to assure adequate supply requirements in the event 
of mobilization. Essential studies and surveys to ascertain the facts are of such 
a magnitude they must necessarily be of a joint Government-industry interest. 
This Division, therefore, must with the cooperation of industry embark upon a 
program which will assure essential facilities and production of a balanced na- 
ture. To organize and activate such sarveys and studies requires a person of 
diversified experience which could be gained only over a long period of time and 
in the comparatively recent expansion of this industry. 

Section .05 (c) : Mr. Stuart E. Yeaton is by education and experience well quali- 
fied for this undertaking. He has been an active part of the industry for the 
past 22 years. In addition to his administrative and executive sales work, he 
is familiar with the producing, manufacturing, and technical aspects of the in- 
dustry. It is the consensus he can furnish the requisite guidance essential for 
this task over the 6-month period which he has, with the consent and approval 
of his firm, agreed to serve on a WOC basis. 


‘ 


COPPER AND COPPER-BASE ALLOY PRODUCTS SCOPE 
(List of products deleted.) 


MEMORANDUM 
Date: January 25, 1956. 
To: Director of Personnel. 
From: Administrator, BDSA, 
Subject: Notice of vacancy in operating position. 
The following position will become vacant in BDSA on or about February 


21, 1956, as a result of the current incumbent completing his tour of duty: 
Director, Copper Division. 
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We have no candidate to propose for appointment on a full-time, salarieg 
basis. It is requested that you attempt to obtain from sources of recruitment 
available to your office a full-time, salaried applicant qualified for this position 
In the event recruitment sources reveal no qualified persons available to serve 
in this position on a full-time, salaried basis, it is requested that you sign 
and return this memorandum indicating this fact in order that action may be 
instituted to obtain the services of a qualilied person on a WOC basis. 


Notification that no qualified salaried employee is known to be available 

The recruitment sources of this office reveal no qualified person available 
at this time to serve in this position on a full-time, salaried basis. This has 
been determined by review of applicant file, RPL, and employees currently 
on BDSA rolls. 

CARLTON HAYWARD, 
Director of Personnel. 

FEBRUARY 2, 1956. 

1. Suggest that ——— —— he considered for this position. Miss Pedersen 

as file. F. Seymour, January 26, 1956. 

2. No candidates. N. Huestis, January 26, 1956. 

38. No qual. candidates on RPL or in appl. files, January 27, 1956. M. A. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., May 2, 1956 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

Dear SENATOR FULBRIGHT: Reference is made to your letter of January 11, 
requesting our views concerning S. 2857, a bill to provide for Federal procur 
ment of materials and supplies in major disaster areas, and for other purposes 

The Office of Defense Mobilization is in substantial accord with the objectives 
of the bill. As you probably know, we established last fall certain policies 
designed to assist in dealing with the threat to the mobilization base arising 
from the floods in the Northeastern United States and later extended them to 
flood-damage areas on the west coast. These actions were tied to the disaste: 
areas declared by the Federal Civil Defense Administrator under the Disaste 
Relief Act. Although we do not believe that statutory authority is now necessary 
to the continued utilization of procurement authority for national defense objec 
tives in disaster areas, we would have no objection to an authorization for its 
general application to those areas. We believe that such an authorization would 
be adequately provided by the provisions of section 2 of the bill and that the 
proposed amendment to the Defense Production Act would be unnecessary and 
undesirable since the government procurement which would be effective for 
disaster purposes is not accomplished under that act. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
ArtHurR 8. FLeMMuine, Director. 


FEDERAL CIvit DEFENSE ADMINISTRATION, 
May 7, 1956. 
Hon. J. W. Fucerienr, 
Chairman, Senate Committee on Banking and Currency, 
Washington, D. C. 

DrAR Mr. CHAIRMAN: This is in reply to your request for the views of this 
Administration on S. 2857, a bill to provide for Federal procurement of materials 
and supplies in major disaster areas, and for other purposes. 

The bill, if enacted, would further amend the Defense Production Act of 1950 
by a finding that it is necessary to the mobilization effort that major natural 
disaster stricken areas be rehabilitated and restored to normal conditions as 
expeditiously as possible. It would also further amend the Defense Production 
Act of 1950 to provide that in any area which, in the opinion of the President, 
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is an important source of goods or services needed in the event of economic 
mobilization, the President is authorized and directed, notwithstanding any 
other provision of law, to arrange for immediate awards of negotiated contracts 
for procurement of materials or services needed by the Federal Government to 
the maximum practicable extent. The awards to be the victims of major natural 
disasters capable of fulfilling such contracts in a satisfactory manner. 

The bill would also amend section 3 of Public Law 875, by adding a new sub- 
section there to to provide for the procuring from private enterprises engaged 
n business in the area affected by such major disaster, by negotiated contracts 
or otherwise, materials or services of use to the Federal Government, in the 
pinion of the President. 

The Federal Civil Defense Administration supports and endorses any measure 
designed to increase the effectiveness of Federal assistance in major natural 
disasters. It is our view that assistance in the early restoration of income- 
producing facilities and concerns to a position favorably compared to that previ- 
ously occupied by the concerns prior to the major disaster is one of the most 
effective measures of disaster-relief assistance which could be provided by the 
Federal Government. S. 2857 appears to be well designed toward this end, in 
that it would provide for the immediate channeling of Federal contracts for 
eoods and services to concerns capable of fulfilling such contracts in a satisfactory 
manner. 

We note that subsection 2 (b) of the bill would further amend Public Law 
875, as amended, by striking out “$5,000,000” and inserting in lieu thereof 
‘$15,000,000". Under the authority of section 8 of Public Law 875, $25 million 
has been appropriated by the 2d session of the 84th Congress for disaster relief 
assistance, Additional sums in excess of $28 million have been appropriated 
under the authority of section 8 and temporary authorization thereunder. 
Accordingly, it is recommended that section 8 be amended along the following 


r 
eS 


Section 8 of said Act is amended by striking out the words “not exceeding 
$5,000,000 in the aggregate’”’. 

Subject to the comment on section 8, it is the recommendation of this Admin- 
istration that the committee give early and favorable consideration to S. 2857, 
ind urge that the Congress enact the measure into law. 

\dvice has been received from the Bureau of the Budget that there would be no 
bjections to the submission of this report. 

Sincerely, 
VAL PETERSEN, Administrator. 


DEPARTMENT OF THE ATR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, April 30, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Commmittee on Banking and Currency, 
United States Senate. 


DEAR Mr. CHAIRMAN: Reference is made to your recent request to the Secre- 
tary of Defense for a report on 8. 2879, 84th Congress, a bill to promote the 
dispersal of industrial facilities in the interest of national defense, The Depart- 
ment of the Air Force has been assigned the responsibility for expressing the 
views of the Department of Defense. 

Section 1 of S. 2879 declares that it is the policy of the Congress to promote 
geographical dispersal of industrial facilities in the interest of national defense, 
and to discourage the concentration of such productive facilities in areas which 
are vulnerable to attack. Sections 2 and 3 of the bill prescribe a course of 
conduct intended to carry out that policy. 

The Department of the Air Force on behalf of the Department of Defense, 
while in agreement with the general objective of the bill, does not favor its 
enactment for the following reasons: 

The Department of Defense policy with respect to industrial dispersal is 
outlined in Department of Defense Directive No. 5220.5, dated November 17, 
1955. The criteria outlined in this directive that are to considered in seeking 
a solution to the problem of dispersal are (1) that dispersal will be the key 
factor in selection of additional sources for an item for which there are multiple 
sources; (2) dispersal will be one of the prime considerations in the location 
of new facility construction particularly when furnished at Government expense 
or with Federal aid to construction although this may not necessarily applv 
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to those new facilities which constitute a desirable, but relatively minor, adjune 
to existing defense facilities; (3) that all facilities will be maintained in use 
as required, and every effort will be made to require the use of existing facilities 
before new facilities are constructed; (4) that the urgency of dispersal should 
always be weighed against the urgency of the request for timely delivery of the 
vital products involved ; and (5) that consistent with the preceding, the objective 
shall be to avoid the tendency toward overconcentration of critical defense 
facilities in target areas. 

The Director of the Office of Defense Mobilization by virtue of the authority 
vested in him, issued on January 11, 1956, Defense Mobilization Order I-19 
subject: “Dispersion and Protective Construction—Policy, Criteria, Responsi- 
bilities.” This order indicates that— 

“It is the policy of the United States to encourage and, when appropriate, to 
require that new facilities and major expansions of existing facilities important 
to national security be located, insofar as practicable, so as to reduce the risk 
of damage in the event of attack; and to encourage and, when appropriate. 
require the incorporation of protective construction features in new and exist- 
ing facilities to provide resistance to weapons effects suitable to the locations of 
said facilities.” 

Proper application of the dispersal policy is an extremely complex matter 
and requires sound judgment and careful consideration of many factors. Each 
case has its own peculiar circumstances and, therefore, there is no established 
pattern or formula which gives proper weight to each factor involved. Conse- 
quently, it is important that the departments be allowed to exercise their judg 
ment to the fullest extent within the broad policy as already established in 
existing Executive directives. Particularly in this regard, it is noted that 
section 2 of S. 2879 would require that “in the procurement of goods and services 
under any provision of law, the Department of Defense * * * shall apply to 
the greatest practicable extent the principle of the geographical dispersal of 
such facilities in the interest of national defense.” This provision would require 
that consideration be given to a broad general principle not always consistent 
with other procurement objectives. While S. 2879 is entirely consistent in its 
intent, with existing Department of Defense policy, the very fact that it exists 
could give rise to question as to its interpretation in individual cases and, in that 
sense, be confusng. It is therefore felt that the purpose of 8S. 2879 is clearly 
recognized and being accomplished under existing directives, and that the 
enactment of this bill is undesirable. 

Insofar as the budgetary effect on the Department of Defense is concerned, 
section 3 of 8. 2879 would appear to negate any adverse effect thereon. 

This report has been coordinated within the Department of Defense in accord 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this report. 

Sincerely yours, 
DoNnALp A. QUARLES. 


DEPARTMENT OF COMMERCE, 
April 4, 1956. 
Hon. J. W. Futsrient, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

Dear SENATOR Futsrigut: Further reference is made to your letter of Feb 
ruary 22 and our interim acknowledgment of March 5 in regard to the steel 
situation. 

We are aware of the extremely strong demand for more steel products. The 
large expansion programs for many industries require tremendous tonnages of 
veavy structurals and plates, as do the revived freight car and shipbuilding 
programs. 

It is true that not all the heavy structural and plate tonnages can now be 
supplied at the rate desired. This is also true of many other steel products. 
We feel that this demand will continue for several months, unless there is a 
marked change in economic conditions. 

It is our belief that steel producers generally are distributing the available 
supply of steel products in heavy demand as equitably as possible consistent 
with proper steel mill operations and with due regard, as far as is practicable, 
to their commercial relationships. 
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he question about current steel operations, we believe, is best answered by 
indicating the increases in ingot capacity reported by the American Iron & 
Steel Institute as of January 1 each year. Figures given below are in millions 
of net ingot tons. 


Millions Millions 

91. 2 | 1952 

94, 2 | 1953 

96. 1 
4 
9 

You can see from the above that in the 10-year period from 1946 to 1956 re- 
ported ingot capacity has been increased by 36.5 million net tons, an increase of 
approximately 40 percent from the 1947 figure. The approval of requests for 
‘apid tax amortization by the Office of Defense Mobilization undoubtedly sparked 
the rapid expansion from 1950 through 1954. 

Our figures indicate that the overall defense requirements for the first half of 
1956 amount to only approximately 200,000 tons per month of finished products. 
This represents about, 2% percent of the current rate of production of finished 
steel products. There are a few exceptions to this, such as nickel-bearing stain- 
ess steel at about 10 percent and plates at about 8 percent of the present rate of 
production. 

The only data that we have on rate of shipments of steel to car builders and 
barge builders are net monthly average tonnages for all steel products as 

iblished by the American Iron & Steel Institute as follows: 


| 
1954 1955 January 1956 


alt a a ta a seinataes 168, 000 | 158, 390 | 213, 000 
hinbrl n cuisctvantnseitmawien ane ae = 41, 700 50, 100 60, 400 


We have no evidence that steel producers are showing any partiality between 


the freight-car program and the shipbuilding program. 

The steel-price situation is one on which we do not feel that we should specu- 
ite. The trend of prices as reported by the Bureau of Labor Statistics, using 
1947 through 1949 average as 100 percent, is as follows: 1954 yearly average, 
142.8 percent; first 6 months’ average, 1955, 144.8 percent; second 6 months’ 
iverage, 1955, 154.8 percent ; February only, 1956, 157.1. 

The gray market, if existent at all, is very minor. There have been some 
instances of misuse of priorities to obtain nickel. The Department of Com- 
merce has and will continue to take steps to eliminate this. 

For your information, we are enclosing the 1955 edition of the American Iron 
& Steel Institute pamphlet entitled “Charting Steel’s Progress.” 

We do not feel that any new legislative or governmental action should be 
taken at this time. 

Sincerely yours, Louis 8S. RoTHSCHILD, 
Acting Secretary of Commerce. 


[Telegram] 


HARTFORD, Conn., May 2, 1956. 
Hon. ALLEN FREAR, 
Chairman, Subcommittee on Production and Stabilization, 
Senate Building, Washington, D. C.: 

The Connecticut Chamber of Commerce vigorously opposes proposed Bennett 
amendment to the Defense Production Act, using national defense as a pretext. 
It seeks Government favoritism for some States and regions at the expense 
of others. As pointed out by Connecticut’s Senator Prescott Bush, at your 
subcommittee hearings, many important factors, in addition to “geographical 
dispersal” must be considered when Government decisions are made on pro- 
curement and location of new industrial facilities. Injury to national defense 
would result if existing industrial areas are subjected to dislocations. Strongly 
urge that your subcommittee reject this amendment. 


THE CONNECTICUT CHAMBER OF COMMERCE, 
WILLIAM B. Carxy, Evecutive Vice President. 
x 








